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TORONTO, ONTARIO, APRIL 29, 1938. 


REPRESENTATIONS BY HOME BUILDERS! 


ASSOCIATION OF TORONTO Page 
H. W. TIMMINS 7 242-7253 


REPRESENTATIONS BY ONTARIO SCHOOL 
TRUSTEES & RATEPAYERS ASSOCIATION 


F. H. RUTHERFORD 7294-7281 


REPRESENTATIONS BY MUTUAL FIRE UNDER- 
WRITERS' ASSOCIATION OF ONTARIO 


W. K. CROSS 7281-7302 


REPRESENTATIONS BY ONTARIO TEACHERS COUNCIL 


W. E. HANNA 7302-7328 


REPRESENTATIONS BY ONTARIO BRANCHES OF 
CANADIAN ASSOCIATION OF SOCIAL WORKERS 


MRS. CAMERON PARKER 73350-7364 


REPRESENTATIONS BY ONTARIO LIBRARY ASSOCIATION 


W. STEWART WALLACE 7364-7365 


REPRESENTATIONS BY WELFARE COUNCIL OF 
TORONTO 


PROF. E. J. URWICK 7356— 7594 
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LIST OF EXHIBITS 


Brief of Home Builders? 
Association of Toronto 


Brief of the Ontario School 
Trustees & Ratepayers 
Association 


Brief of Mutual Fire Under- 
writers' Association of 
Ontario 


Briot Of the Ontario Teachers? 
Council 


The Financial Administration 
of Education in English 
Speaking countries 


Brief of Ontario Branches of 
the Canadian Association of 
Social Workers 


Brief of Ontario Library 
Association 


Brief of the Welfare Council 
oF Toronto 
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7281 


73501 


7528 


7564 


7564 


7365 


7394 
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TORONTO, ONTARIO, APRIL 29, 1938. 


TOPICAL INDEX 


TIVMINS, H.W., ESQ. (Counsel for the Home 


Builders! 


Association of 


Toronto) 


THE CHAIRMAN: 
Re statement that 


Introductory remarks 


Burden of taxation 
on real estate 


Burden of relief costs 
upon the province and 
municipalities 


unemployment increasing 
at rate of one thousand 


men a day 


THE CHAIRMAN: 
Increase in Toronto 
population since 19351 


THE CHAIRMAN: 
Re school board 
question 


THE CHAIRMAN: 

Re consideration of 
the problem of burden 
of taxation on real 
estate 


Unemployment in the 
building industry 


Industrial Standards 
Act 


Decrease in number of 
Toronto property owners 


Municipal taxing powers 


Social service costs 
charged against real 
estate taxpayer 


That only municipal tax- 
payers should vote in 
municipal elections 


Increased assessments 
and decreased land 
values 


Lightening of burden 
on real estate by 
provincial assumption 
of social service costs 
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TIMMINS, H.W., ESQ., (CONT'D. ) 


Recommended means 
of reducing tax burden 
on real estate gas 


THE CHAIRMAN: 
Membership of Home 
“auileers' Association Leo 


MR. ST. LAURENT: 

Average number of new 

home units required 

per annum in Toronto 7258 


RUTHERFORD, F.H., ESQ. (Ontario School Trustees! 
and Ratepayers’ Association) 


Introductory remarks 7254 


Organization and history 

of Ontario School Trus- 

tees' and Ratepayers! 
Association 7204 


The principle of equality 
of educational opportunity 7255 


Federal grants to 

agricultural education 

and to technical and 
vocational education 7256 


THE CHAIRMAN: 

Re phrase “raw 

material of citiz- 

enship" 7258 

Arguments for increased 
State aid to education 7208- 

7262 

THE CHAIRMAN: 

Re lack of home 

training among modern 

children 7260 
7261 

Transportation provided 

for rural students 

attending town high 

schools 7262 

Consolidated schools 7263 

Costs of transportation 

to consolidated schools 7264 

COMMISSION=R DAFOE: 

Provision for municipal 

boards in consolidated 

school sections 7264 

THE CHAIRMAN: 

Extent of taxation on 

farm property in 

Ontario 7265 


Property taxation in 
the county of Grey 7265 
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Page, 
RUTHERFORD, F.H., BSQ., (CONT'D.) 
THE CHAIRMAN: 
\s to whether com- 
plaints of high 
assessment in rural 
areas justified 7265 
CAMPBELL, M.A., ES (Ontario School Trustees! 
and Ratepayers! Assoc- 
iation) 
Taxation in rural 
aistricts 7265 


THE CHAIRMAN: 
Average issessment 
of 100 acre farm 7266 


7a07 
RUTHERFORD, F.H., ESQ. (CONTINUING) 
7266 
THE CHAIRMAN: 
Proposed tax upon 
bachelors 7268 
7269 
Variation in School 
wealth 7269 
THE CHAIRMAN: 
Assessment for 
schools in ‘lmonte 7270 
Achievements possible 
through incretsed State 
eupport of schools 7271- 
Va7? 
THE CHAIRMAN: 
Equalization of 
teachers! salaries VaVve 
Board paid by 
teachers in rural 
sections Vale 
Requirement of 
matriculation for 
second class 
teachers revo 
Medical and dental 
inspection of school 
children To 7o 
Adult education Tato 
Training schools for 
teachers 7276 
Improved supervision 
of schools 7276 
Advertising of education 
School libraries 277 
THE CHAIRMAN: 
Present provision 
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RUTHERFORD, F.H., ESQ. (C 


THE CHAIRMAN: 
Circulating libraries 
in Ontsrio counties 


Dominion genersl 
siles tax 


COMMISSION=R ANGUS: 
Re suggestion that 

municipal councils 

should have control 
of school boards 


CROSS, W.K., ESQ., (Secre 


Underwriters' 


ONT'D.) 


Sources of money for 
education 


Imposition of taxes 
on exportation of 
rtw materials 


tary, the Mutual Fire 
‘ssociatiom of 


Ontario) 


THE CHAIRMAN: 

Ontario Department of 
Insurance inspection of 
Farmers' mutual fire 
companies 


Re competition between 
mutual fire companies 
in different counties 


THE CHAIRMAN: 

Variation in insurance 
ates in accordsnece wit 

m2intenance of light- 

ning rods 


THE CHAIRMAN: 
Farmers! mvtual 
fire insurance in 
other provinces 


Introductory remarks 


Organization of the 
Mutual Fire Underwriters' 
Association 

Farmers! mutual fire 
companies 


Ontario Fire Marshal's 
Office 


Ontario Lightning Rod 
Net 


h 


Threshing fires 
Fire Marshal Tax 


Local administration 
essential to progress 
of farmers’! mutual 
insurance 
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NOSEWORTHY, A..F. ESQ., (Ontario Teachers! Council) 


Intro@uctory remorks 
HANNS, W.E., ESS., (Ontario Terchers' Council) 


Request for Dominion 
subsidy errmirked for 
educ2tion 


Proposed Eduction 
Bureau at Ottawnr 


THE CHAIRMAN: 

Re "earmarkine” of 
Dominion subsidy for 
eduertion 


Dominion supervision 
of use of grent for 
education 


Complications involved 
in suggestion that 
Dominion exercise 
control over education 


Federal grants for 
education in the 
United States 


THE CHAIRMAN: 
Bisis of Federal grants 
Tor educztion in U.S. 


COMMISSIONSR DAFOE: 

Barmearking of U.S. 

Federal educational 

grants for specific 

purposes 
Proposed United 
States..Bill providing 
for educational ex- 
penditures during 
next six years 


THE CHAIRMAN: 
Introduction of U.S. 
Bill to give effect 

to report of President's 
Advisory Committee on 
Hducation 


Purposes to. whbnh 
educ7té#énel grants. to 
be applied specified 
in proposed U.S. Bill 


COMMISSIONER D.\FOR: 
Distribution of U.S. 
Federal grants for 
education among states 


Problem of education 
and employment 
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HANNA, W.E., ESQ., (CONT'D.) 


THE CHAIRMAN: 

Re 2 system of ed- 
ucation which would 
recuce number of 
unemployables 


New curriculum in 
Ontario elementary 
schools 


THE CHATRMAN: 
Distinguishing feat- 
ures of new course 
in Ontario schools 


COMMISSIONS R DAFOE: 
Re children leaving 
school at sixth or 
eighth grades 


NOSEWORTH, A.F., ESQ. (Resuming) 


Special Toronto schools 


for children of low 
mentality 


COMMISSIONER DAFOE: 
Resistance of parents 
to deflection of 
children to special 
schools 


HANNA, W.E., ESQ., (CONTINUING) 


Proposed Bureau of 
Research in the Social 
Sciences 


Need for better educ- 
ational facilities in 
rural areas 


CONMISSIONER DAFOE? . 
Adjustment of ine- 
quality in education-. 
al opportunity 


THE CHAIRMAN: 
Provineial grants 
made on a basis of 
the efficiency of 
schools 


Increased Ontsrio 

erents for improvement 

of educational facil- 

ities in rurat 

districts 

(Resuming) 


COMMISSIONER DAFOE: 
Re larger grants to 
individuszl school 
districts 
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HNN’, W.E., ESQ, (CONTINUING) 


Propos2il that provin- 

cial governments bear 

fifty per cent of cost 
of ecucation 


THE CHAIRMAN: 

‘mount of money re- 
presented by 50 per 
cent of cost of 
education in Ontario 


Inequality of present 
system of education 


COMMISSIONER ANGUS; 
Inereased cost of 
edueation in rural 
districts if there 
were educational 
equality 


COMMISSIONER MACKAY: 
Reduction of educ- 
ational costs through 
larger administrative 
units 


Amalgamation of school 
board in township of 
York 


THE CHAIRMAN: 
Amalgamation of school 
boards in York town- 
ship voluntary 


Need for additional 
educational expend- 
itures 


Increase in school taxes 
not as great as in other 
school taxes 


THE CHAIRMAN: 
Increase in cost 
of social services 


Summary of the brief 


THE CHAIRMAN: 
Importance of problem 
of mainteining stand- 
ard of education 


PARKER, MRS. CAMERON, (Canadian Association of 
Social Workers) 
Introductory remarks 


Afequate social data 
not available 
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PARKER, MRS. CAMERON (Canadian Association of 


Social Workers) 


Examples of suitable 
fields of social 
research 


THE CHAIRMAN: 
Inadequacy of study 
made into conditions 
of families to which 
relief granted 


Illustration of inad- 
equacy of studies made 
of families on relief 


Recommended establishment 
of a Bureau of Social 
Research 


COMMISSIONER MACKAY: 
Centralizing of 
social research 


Necessity of experienced 


and understanding personnel 


in the administration of 
social services 


THE CHAIRMAN; 

Extent of training 
of personnel for 
social service work 
now being carried on 


Need for greater Federal 
control in administration 
of social services 


Relief standards 


THE CHAIRMAN:. 
Re terms of refer- 
ence of the Commission 


That taxpayer pays more 
for after effects of 
poverty than he would 
for adequate care in 
the beginning 


Low income families 


COMMISSIONS R ANGUS: 
Supplementary relief 
for larger families 
in low income class 


Instances of large 

families receiving 

more from relief than 

from other income 
Budgeting of temporary 
incomes 
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PARKER, MRS. CAMRRON 


THE CHAIRMAN: 
Re jurisdiction over 
minimum wages 


COMMISSIONER DAFOE: 
Cooperation between 
provincial and Domin- 
ion governments in 
provision of low-cost 
housing 


COMMISSIONER ANGUS; 
Municipal taxation of 
low cost housing 


COMMISSIONER MACKAY: 
Efficiency of present 
system of relief admin- 
istration 


Federal administration 
of Mothers! Allowances 


WALLACE, W. STEWART, ESQ. 


COMMISSIONER DAFOE: 
Re exclusion of Parl- 
iamentary library from 
scope of national 
Ltprery 


(CONT'D. ) 


Employment service 


Resiftence qualific- 
ations 


Problem of transiency 


Housing problem 


(Ontario Library 
Association) 


Increasing urgency of 
the question of estab- 
lishing national library 


URWICK, PROFESSOR E.J., (Welfare Council of 


THE CHAIRMAN: 
Burden of cost of 
social services on 
real estate 


THE CHAIRMAN: 
Unemployment relief 
in England 


Stability of employ- 
ment in England 


Toronto) 


Constitution of the 
Welfare Council 


Relief standards 


Relief Boards 
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RWICK, PROFESSOR E.J. (CONT'D.) 


THE CHAIRMAN: 
Practicability of 
unemployment insurance 
for Canada 


No settled policy as 
to whether below sub- 
Sistence level wages 
should be supplemented 
by relief 


THE CHAIRMAN: 

Remedy for the problem 
of supplementary relief 
for persons earning 

low income 


COMMISSIONER ANGUS: 
Dominion authority 
over minimum wages 


Rehabilitation and 
training of youth 


THE CHAIRMAN: 

Re relief for-pérsons 
working only three 
@ays a week 


COMMISSIONER DAFOE: 
Re reporting of earn- 
ings by persons rec- 
eiving relief 


Prevention and treat- 
ment of disease and 
{11 health 


Lack of uniformity of 
treatment and of policy 


Recommendations 


THE CHAIRMAN: 
Central Public 
Assistance Board 


Re proposed larger 
units of administr- 
ation for social 
services 


Central Bureau of 
Social Research 


Minimum wage legis- 
lation 


Re “assistance for 
medical education and 
research" 


Proposed system of 
health insurance 
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Page. 
URWICK, PROFESSOR W.J., (CONT'D.) 
COMMISSION=R MACKAY: 
Assumption that Dom- 
inion should exercise 
control over most of 
the departments of 
public welfare and 
assistance 7590- 
7393 
Re proposed system of 
grants-in-aid 7391 


"TT CHAIRMAN: 

Dominion power to 

enact unemployment 

insurance, etc., must 

involve constitutional 

change 7393 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


TORONTO, ONTARIO, APRIL 29, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Toronto, Ontario, 
on Frideay, April 29, 1938, at 10.30 a.m. 


PRESENT: 


en ee 


HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS 
JOHN W. DAFOE, Esq. Cormissioners 
DR. ROBERT ALEXANDER MackAY 


FROFESSOR HENRY FORBES ANGUS 


Commission Counsel: 


Louis S. St. Laurent, K. C. 


Secretariat: 


Acting Secretary 
Legal Secretary 
to the Chairman 
Assistant to the 
Secretary 


Adjutor Savard, Hsq- 
R. M. Fowler, Esq. 


Wilfrid Eggleston, Esq. 


FOR THE HOME BUILDERS ASSOCIATION 
OF TORONTO: 


Mr. H. W. Timmins Counsel 
Mr. H. Fugler Representative 


FOR THE ONTARIO SCHOOL TRUSTEES & RATEPAYERS ASSOCIATION: 


Mr. F.:H, Rutherford Representative 
Mr. M. A. Campboll Representative 


FOR THE MUTUAL FIRE UNDERWRITERS' ASSOCIATION 
OF ONTARIO: 


Mr. W. K. Cross Secretary 
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Parliament Buildings, 
Toronto, Ontario, 
April 29th., 1938. 


MORNING SESSION 


The Commission met at 10.30 A.M. 

THE CHAIRMAN: The Home Builders't Association of 
Toronto; Mr. Timmins, you present the brief? 

Mr. H.W. Timmins, Counsel for the Home Builders 
Association, was called. 

MR. TIMMINS: Mr. Chairman, and Gentlemen, I am 
appearing with a short brief for the Home Builders’ Assoc- 
iation of Toronto. This is an association composed of 
builders who are engaged not only in building homes but in 
building stores, apartmmnts, duplexes, and business 
property generally. I have associated with me Mr. W.Jd. 
Fugler, the Chairman of the Legislation Committee of the 
Home Builders' Association, a man who has had many years 
experience in the building industry in Toronto. The group 
that I represent is composed nut only of home builders but 
they are, in fact, home owners. The problems which concern 
the owners of property generally in respect to taxation, 
generally effect them, It is not a sectional representation 
we are making here, we are not making any representation in 
respect to home builders, but we are making it as being 
part of the whole body of home owners who are affected by 
taxation. The brief is short, and it only deals with the 
question of taxation and with the matter of unemployment in 
the building industry. With your permission, I will read 
the brief. 

id It is contended by this Association that the 
most vital problem to be solved in this province today 
is that of lifting the burden of taxation from off 

the back of the property owner, large and small. The 
burden has now reached the point where out of every 


dollar expended by a civic Government, eighty cents 
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is taken out of the pocket of the property owner, 
The unfortunate position of the property .wner has 
become intolerable. The basis of taxation must be 
broadened,” 

By that we mean somebody else must be brought in to 

help bear the burden. 

Ms This month the Ontario Government has been 
engaged in making demands on the Federal Government 
to enable the province to take ‘first crack at the 
collection of income tax within the province, a 
demand which the Dominion Government has refused. 
At this present moment the municipal@ties through- 
out the province are clamouring at the doors of 
Premier Hepburn for additional grants in respect of 
Hospitalization and Primary and Secondary Education, 
and at the same time to be substantially relieved 
of the burden of direct relief and all social 
services which have been forced upon them by the 
provincial government. Actually, right now the 
cost of relief and the distribution and payment of 
same has become a more acute problem than ever. 
This month the Ontario government will provide 45% 
of tre cost of direct relief, the municipalities 35% 
and the Dominion only 20%. The Federal Government 
has been consistently cutting down its proportion 
towards direct relief, so that the burden has 
fallen more heavily than ever upon the provinces and 
the municipalities. And this in the face of another 
siege of unemployment which has fallen upon us. At 
the present moment more than one thousand men 4 
day are being thrown out of work, which simply 
reflects the employment recession that set in in the 


United States about September or October, 1937." 
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THE CHAIRMAN: Mr. Timmins, where do you get the 
figure of she thousand men a day? 

MR, TIMMINS: Well, those figures are not my own, 
sir, I am drawing on information which has been given to me 
from other sources, I had a conference in another matter 
with the Minister of Finance, Mr. Dunning, in Ottawa, 
possibly two or three months ago, and although the figures 
did not come from Mr, Dunning himself I gathered the inform- 
ation when I was there, that it was as bad as I state here. 

COMMISSIONER SIROIS: That was about four months ago? 

MR. TIMMINS: Yes, This brief was prepared at least 
a month ago, but the statement I make in the brief was made 
two or three months ago, 

‘ Added to this is the fact, that nothing 
tangible has been done by either the Federal Governe 
ment or the provincial government to relieve 
unemployment in the Building Industry, with the result 
that unemployment in this industry is more acute 

than it has ever been. The Home Improvement plan 

of the Federal Government has only been a tflash in 
the pant with resbect to assisting the building 
industry. We are convinced that if ae building 
industry could be reestablished on a sound basis 

that 70 per cent of our unemployment problems, 
including direct relief, would solve themselves. But 
how can building be stimulated when the taxation 
burden on real estate makes real estate the “deadest! 
commodity on the market?" 

If I may digress for a moment, in the province of 
Ontario our government has attempted to assist by the passing 
of an Act called the Industrial Standards Act, but in the 
building industry there has been so much unemployment that 


the Act has, if I may say so, failed to do anything to 
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relieve the unemployment situation and increase the standards 
of wages in the building industry and for the most part, 
in the building trade itself, the Act has proved to be 
unenforeible, no matter how beneficial it may be in respect 
to other industries. Then, in respect to the assistance 
given by the Dominion Government under the Home Improvement 
Plan as one who has had some experience connected with the 
building industry I must say we do not find that it has had 
any thing but a very small effect in stimulating industry. 
Yesterday we had a group here from East York, and if you 
remember, they said that in their municipality of some 
38,000 people, a great number of their people were employed 
as mechanics in the building industry and we have heard 
the dire stress that municipality is in. It is people of that 
sort who are greatly affected by the unemployment situation 
which the industry is going through. I mention at the 
end of the above statement that real estate is the deadest 
commodity on the market. It has been stated here by other 
people who have submitted briefs, that it is cheaper to 
rent than to buy, and if I may say so, the public seem to 
have lost faith in real estate. In addition to that, there 
are fewer people who are home owners in the City of Toronto 
today than there were a number of years ago. I understand 
that that matter was touched on here yesterday, and I have 
some figures which have been compiled from information 
received from the City of Toronto Assessment Department, 
which show that in 1931 there were owners oecupying homes 
in the city of Toronto to the number of 64,664, whereas in 
1937 that number had dropped to 57,609. So that we have | 
7,055 less owners of property in 1957 than we had in 1931. 
THE CHAIRMAN: What increase has there been in the 


population? 
MR. TIMMINS: The increase in population has been from 
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627,231 to 648,309, which is an increase of approximately 


22,000. 


ai 


= It should be remembered that in the realm of 
Taxation, under the British North America Act, the 
Federal Government has all means of taxation, direct 
or indirect, at its control, whereas the provincial 
government can only collect revenue by direct 
taxation. The municipalities on the other hand can 
only collect revenue by such means as are expressly 
delegated to them by the provincial government, 
mostly under the Municipal Act. For the most part 
the powers of taxation are predicated upon real 
estate, and so real estate has been made to ‘pay 

the shot'. Much of our Social Service Legislation 
has been enacted in recent years and an inordinate 
portion of the cost of paying for same has been 
thrown upon the municipalities, to collect revenue 
for same in the only way possible, -- through further 
taxation upon real estate," 


might say, sir, that a great part of our legislation, 


such as the 01d Age Pensions, Mothers! Allowance, Deserted 


Wives Act, and so on, has come into being in the last ten 


or fifteen years, at the most, and it was all predicated 


ana thrown back on real estate to collect money to pay for 


these services. 


" To make matters worse, Premier Hepburn has 
taken away even the Income Tax last year from the 
Municipalities. 

Ags to the method of taxation upon real estate, 
it is submitted that the existing fundamental error 
lies in the fact that the estimated capital value 
of land forms the basis of municipal taxation, 
whereas it is freely admitted that the only fair 


and reasonable basis of texation should be the 
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revenue producing ability of such property. Only about 
one-half of the social services and other charges levied 
against real estate have any connection or concern to 
the taxpayer himself, For example, the following items 
are directly charged against the taxpayer on real 

estate -- " 

These have been referred to in other briefs. 

THE CHAIRMAN: Yes, we have had them before. 

MR. TIMMINS: “ -- It is an outrageous state’ of:affairs, 
that it should be, that the cost of all these matters 
should be thrown on the taxpayer on real estate. He 
should be no more responsible for the cost of maintaining 
the Childrents Aid Department than is the man who has 
his surplus earnings ijvested in good Government Bonds, 
or in Industrial Stocks, or in some other form of wealth; 
but at the present time it is the property owner who 
pays the shot. 

The’ ercatcstoproblem ofall. of course; rin respect 
of theses social services; is direct relief. It is quite 
apparent that at the present time the Dominion Government 
is not supplying its fair share for direct relief, because 
it has all means of taxation et its disposal. For that 
reason the burden thrown on the municipalities is far too 
great and the burden on the municipalities means actually 
a burden on the real estate taxpayer. Either the munic- 
ipelities must borrow capital to pay this direct relief, 
or it must endeavour to do so out of its current taxes 
and this has proved impossible throughout past years. 
The load cannot be borne further by taxation on real estate. 
The second important defect in Ontario is, in the 
municipal taxation system that the control over municipal 
councils is in the hands of an electorate of whom the great 
majority pays no municipal taxes at all and for thet reason 
have no interest in keeping down the expenditures of the 


municipal corporation. They are therefore not concerned as 
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as to whether or not the municipality has to pay the 
shot for the maintenance of indigent persons from 
other municipalities who swarm into the city from 
other municipalities and go on relief, nor are they 
concerned at all with the cost of primary and secondary 
education. It should be fundamental that only those 
should vote, in municipal elections, who pay municiipal 
taxes in one form or another, In this regard it is 
futile to sey that a tenant pays taxes and should be 
entitled to vote, It is the landowner who pays the 
taxes on the property. 

The third defect in municipal system in Ontario 
is that over one-third of the municipal budget is 
separate and apart from any control by the municipal 
eouncil).” 

THE CHAIRMAN: That is the school board question, We 
have had that aspect presented to us very fully, Mr. Timmins. 
You endorse what has been said? 

MR. TIMMINS: I endorse entirely that the municipality 
is only a conduit pipe for the schocl bard. Then going on 
to the next paragraph: 

" Premier Hepburn had admitted certein of these 
defects in the Ontario system and he has publicly 
stated that it is his intention to reduce the burden 
as much as possible upon the real estate taxpayer, 
He has stated that it is his intention to endeavour 
to increase the grants to the municipalities for 
schools and also to increase the grants for hospital- 
ization purposes. Last year when the income tax 

was taken away from the municipalities and grabbed 
by the prov ince, the province of Ontario did relieve 
the municipalities in respect of Mothers' Allowances 
and Old Age Pensions, but the province of Ontario 


got much the best of the bargain. 
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This problem is not the problem of the City 
of Toronto, or any other municipality, alone, but it 
is the problem of every municipality in Ontario, 
Actually it is only a few weeks since the City 
Couneil of Toronto was faced with striking off the 
highest tax rate in the history of the City and there 
is apparently nothing they can do about it. We wish 
to stress the fact that while each year assessments 
have been going up and taxes have been increasing, 
at the same time land values and building values 
have been coming down, In the early days of Ontario 
a mants wealth was valued in respect of the land and 
property he owned, but beginning shortly before the 
War and certainly since the War, a man's wealth is 
for the most part estimated in stocks and bonds and 
the farther we get away from the value or worth of 
real estate, the more unsound fundamentally becomes 
the financial structure. The worst type of an 
estate that a man can leave his widow in this present 
day 18 oe composed of real estate, Surely this is 
a tragic state of affairs and one which should and 
could be quickly remedied, Actually it is cheaper 
to rent a residence today than it is to own one and 
maintain it." 

May I teke a moment just to say this: That in respect 
to the ownership of property there are certain exactions or 
penalties which we have at the présent time in Ontario, at 
least, which make it very unattractive and very dangerous 
to own property. For instance, there 4s first of all the 
direct tax, or lien, on your property, Followed by that, 
under the Municipal Ast the municipality may levy 4 distress 
against your goods, and further than that, in recent years 


municipalities have taken action against owners in respect 
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to their tax, quite separate from any claim that they may 
have against the property at all. That has even been carried 
one step further, so that in respect to a person carrying 

on business in the building industry, the Workmen's Compen- 
sasion Board is entitled to collect its claims for workmen's 
compensation by simply filing a certificate against the 

land of the person who has not paid his assessment. So 

that no matter which way you turn,the property is subject to 
all these exactions. 

THE CHAIRMAN: You see, Mr. Timmins, we are not 
concerned with details in any of these matters. The only 
problem we have to-consider is whether there is an undue 
burden of taxation on real estate. That is one of the 
problems we have to face, 

MR. TIMMINS: But, the point I was coming to, -- and 
perhaps I have gone in a round about way to get to it, -- 
if, as a matter of fact, the burden upon real estate could 
be reduced by say, 50 per cent, and could be pegged by 
reason of the fact that the province would take over a 
great number of these expenses on social services, and so on, 
that are cast upon the municipality, in that way we feel 
that the ownership of real estate would again become attra3t- 
ive, and people would have some confidence in it; and as 
happened shortly after the war, when a person bought a piece 
of property there was always 4 market for it at a price 
somewhat near the amount paid for it. We feel that if more 
confidence could be placed in real estate by reason of 
reduction in taxation that corelative to that the unemploy- 
ment in the industry would immediately be relieved; and we 
feel that that would be the safest and the soundest and the 
quickebt way we would get back to -- shall I say normalcy. 
We feel thet very keenly in the building industry because 


there are thousands of mechanics who have nothing to do, and 
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who should have employment, 


? 


The taxation upon real sstate must be further 


relieved, In the result this means that the basis 


of taxation must be broadened, The other members 


of the community must be enjoined to pay their share 


of what has previously been saddled on the property 


Owner. 


We make the following recommendations for 


the earnest consideration of the Commission:- 


(1) 


(2) 


(3) 


(4) 


That all Social services be taken over by 

the province; 

That the province pay at least fifty per cent 

of the cost of primary and secondary education; 

That municipal councils be given control over 

the financing of school boards; 

That the Amusement Tax (repealed last year) be 

re-enacted, to be collected by the province 

and rebated to the municipalities, proportion- 

ately; 

That the province rebate to the municipalities 

a proportionate share of the Gasoline Tax and 

the Motor Vehicles Tax. (Actually the 

province has been taking a profit from this 

source of revenue for other purposes, 

That a provincial sales tax be imposed, the 

proceeds of which to be rebated to the 

municipalities proportionately. (The State of 

Washington have such.) 

That the Municipal Act (Ontario) be amended so 

as to provide the municipalities with power 

to: 

(a) Impose taxation on public utilities, 

government owned property, private 
schools, theatres, supervised parking 


lots ’ etc. 
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(b) Impose a Poll Tax {up to $25.00) on every 
man or woman between the ages of twenty-one and 
sixty years of age who is nota property owner, 
nor employed for less than six months in the 
year, subject to certain limitations. 

(8}] That the Assessment Act be amended to provide that 
the revenue producing ability of a property be the 
dominant factor in the fixing of the assessment of 
Same, and providing for an Appeal to the Court of 
Appeal, in proper cases, 

(9) That the Federal Government assume a much more 
equitable share of the relief cost, 

This Association is firmly convinced that the 
ownership of homes is one of the soundest forces in the 
economic constitution of our country. The Home owner 
with a stake in the community is fundamentally a sound 
citizen. It indicates a serious trend that in Toronto 
since 1929, the percentage of homes occupied by owners 
themselves has depreciated 7.1%. Legislation should be 
passed following closely upon the report which will be 
issued by your Commission, to put real estate in a 
position where it will be profitable and economic to 
own same, and then we shall have a building boom, an 
immediate relief from many unemployment problems, and a 
municipal structure in whleh the burden »of texation is 


equitably distributed, " 


All of which is respectfully submitted. 


THE CHAIRMAN: Mr. Timmins, what is the membership of 


your association? 


MR. TIMMINS: I would say, sir, we probably have not more 


than one hundred members, but they are a strong body of men, 


They have done a tremendous amount of building in the city, 


and they are interested not from any sectional standpoint but 
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they have been very keen in assisting in the passing of by- 
laws in regard to building in the City of Toronto, in 
respect to seeing that building is carried on in a equitable 
way, and in the problems pertaining to it, 

THE CHAIRMAN: Thank you, Mr. Timmins, the brief will 
be filed as Exhibit 288, 

Have you any questions Mr, St. Laurent? 

MR. ST. LAURENT: Just one question. Mr. Tinmins, 
from your experience in the building trade in Toronto, what 
would be the average normal number of new home units required 
per annum? 

MR. FUGLER; I have not any figures available, and I 
cannot just recall the number. 

MR. ST, LAURENT: Has there been any perceptible diff- 
erence between the years 1929 and 1938, and normal times,, 
in the home building industry? 

MR. FUGLER: In 1929 which was our peak year, I think 
our building program in the city of Toronto at that time was 
about $55,000,000, ast year it was down around ten million. 

MR. ST. LAURENT: Of the $55,000,000, have you any 
figure thet would show the approximate amount which was 
devoted to residential building? 

MR. FUGLER: No. It varies considerably. I have no 
figures available, but in our association alone, -- the 
members in our association did about $15,000,000 worth of 
residential building in that year, 

MR. ST. LAURENT: In 1929% 

MR. FUGLER: Yes; 

MR. ST. LAURENT: And since that time whet has it done? 

MR. FUGLER: It has amounted to about $2,000,000, -- 
not in the city of Toronto particulerly, we cover Toronto 


and the immediate vicinity. 
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MR, FUGLER; Yes. 

MR. ST, LAURENT: A drop from something like $15,000,000 
to something like $2,000,000? 

MR, FUGLER: Yes, that is right, 

EXHIBIT NO: 288; Brief of-thetHone! 
aa Builders’? Association 
of° Foronto: eG, 

THE , CHATRMAN: The next brief is that of the Ontario 
School Trustees and Ratepayers! Association, to be presented 
by Mr, F.H. Rutherford and Mr, M.A. depen: Mr. Rutherford, 
will you present the brief? 

MR. RUTHERFORD: Mr, Chairman, and members of the 
Commission, Mr, Campbell and myself are here as representat- 
ives of the Ontario School Trustees' and Ratepayers? 
Association, We are asking that grants be greater, -- that 
a greater percentage be paid to school boards to assist in 
education becruse we will admit, as I think everyone will 
admit, that the best asset a boy or girl can have is a 
good education, If they have a gocd education they can go 
far, if they have not a good education they have a big 
handicap to overcome before they can go very. far. 

Now, I will be just as brief as I can. I will read 
this brief, and if I can answer any questions I will. do so, 
If I cannot answer them, Mr. Campbell probably will be able 
to because, as you know, a secretary of an association is 
the man who can answer more questions than the president 
or any of the directors, 

THE CHATRMAN : More than most people can ask. 

MR. RUTHERFORD: Yes, I will read from the brief, 

. The Ontario School Trustees! and Ratepayers! 
Association was formed in 1887 and represents all 
types of school trustees in the province of Ontario, 
urban, rural and separate school, Our purpose is to 


consider all matters having a practical bearing on 
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education end the shool system and to provide a 
medium of communication between the trustees and 
ratepayers and the Minister of Education and other 
bodies on matters pertaining to education. 

The Association is divided into four sections - 
urban, rural, separate school and county council. 
The membership in these four sections represents 
approximately 5,000 trustees from all parts of 
Ontario. One annuel meeting is held each year and 
during the year county and district meetings are 
conducted in ell parts of the province for the 
purpose of informing the public in reference to the 
course of study, grants, schools act and regulations 
and securing public opinion in reference to education. 

During the existence of the Association many 
changes in the Schools Act, Courses of Study, 
Attendance and Grants have taken place. Many of 
these changes had been advocated by our Association 
for a number of years before they became law. 

We believe there is «ne outstanding principle 
which cannot be questioned by any thoughtful citizen 
in a democratic countty, namely, equal educational 
opportunities for all children. Children have no 
choice as to the place of their existence up to the 
age of 16 nor have they the opportunity of express- 
ing their opinions as to what they should be taught. 
These children will be the future citizens with 
the responsibility of voting, determining the 
industrial and professional standards and occupying 
the positions relative to all types of government 
in this province. The time is long past when one 
preferred class should govern and all others serve 


as hewers of wood and drawers of water, 


4 | 
ge abivowg St bat Waters incase ot? hee WOR 


‘waedeut? 4nr coeerted albicaiseswep 2c 


- 


has gargeoukt “te satetnllt od San 


ebldreetd: oo autnledttsg etasdah 1m 


(0 toec mor oft Bebivith ct nclts feared ouF 


), g&kdmwcin ydeveo ba Leone wtcisqee 


agus Estao* Bite 'Ifion : sedis al 4 i fe 


#26 °R geet 


: fyrwpe . Apt Le prsbefste, ‘ey Te ~~ vx bw 
i = 7 . a ° tps isatpebal 
at f v | P rae oy ¥ 
. saueuiterce %: dog Lhe vissloy ame “ og at 


ena \pedw feet dorxf «<)> ants T cvaiveuy a al 
7 } pe re it 

erred stat? Bs O84 Beovog. blonds Se ao. hor tale tg 
; 7 fom Y>:egewerd liga boow Bp FIs an 


7256, 


We recognize education as a provincial oblig- 
ation in so far as it pertains to management and 
control, yet, it has been recognized by the Federal 
Government through grants in 1913 and 1919 by voting 
ten million dollars to agricultural education and 
to technical and vocational education respectively, 
These two classes of training affect the national 
welfare of the Dominion. Canada depends upon 
agriculture and industry for its existence as a 
trading nation of the world. If through the devel- 
opment of the citizens of Canada production and 
trade can be developed Canada will advance as a 
part of the great Commonwealth of Nations. We 
believe this can only be accomplished by well trained 
citizens conscious of the great possibilities of 
our Dominion and who have a desire to produce and 
market the products in a systematic and effective 
manner. In order to do this every opportunity 


must be given to train all workmen," 


(Page 7258 follows) 
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"The population of Canada is not confined to 
one or a few districts. With the opportunity of 
transportation from the aeroplane to the hitch 
hiker population moves very readily from one 
part of Canada to another. Thus, we believe that 
the Federal Government should assist in the 
training of youth through adult classes particularly 
in reference to citizenship, agriculture and 
technical education. 

General educational facilities should be 
provided by the State to at least 50% of the cost. 
The centralization of raw material for the Province 
as a whole in the large centres is responsible 
for the svery increasing wealth in those centres. It 
is only just that part of this wealth in the 
form of grants or subsidies should go back to 
the districts which provide the raw material.” 

THE CHAIRMAN: When you ara referring to the raw 
material there, are you referring to the citizenship? 
MR-RUTHERFORD: Referring to raw material as a whole, 
and in this case the student, the boy and girl. 
THE CHAIRMAN: Yes. 
MR.RUTHERFORD: And later the adult going into 
the city. 
"Me following reasons might be put forward for 
greater State aid toward education: 
1. The movement of population from one district 
to another. 
2, All industries require woll trained men. In 
the past employees werc trained through the 
apprenticcship systom but now the employer 


has thrown this responsibility on the school. 
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Vocational schools are noccssary at considcrable 
eost. The grant of ton million dollars given 

by the Dominion Govornment in the past was 
appreciated throughout Canada. This grant was 
discontinued, however, boforce the schools were 
paid for resulting in a considerable burden to 
the local ratepaycors. These grants wore largely 
eonsumed in the largcr econtrces of population 
and we belicve the Dominion Government should 
assist the smaller ecntrcs of population by 
giving a grant to adult education, health and 
vocational instruction. 

3. Education adds to national woalth. The 
produetion of high grade products and the 
neecssity of business mothods and proper grading 
of goods aro noccssary to cstablish world 
markets. Tho samc principlo may bo applied to 
the workmen as it has becn rocognized that a well 
educated person is more cfficient and will be a 
botter citizen than one who has not had the 
advantage of a good education. 

4. Medical supervision and health training will 
make a more healthy people. When we consider 
that sickness costs Canadian people around 

three hundred million dollars por ycar and when 
we arc informed on good authority that 50% 

of all illness is preventable, it would be in 
the interosts of Ontario and Canada to advance 
this type of cducation through grants and other 
assistance. 

5. To have a moro contented and satisfied 
people, education for spare timo or loisure 


activities should be provided. With the increase 
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of labour saving cquipmcnt morc timo is availablo 
for study and when provision is made for adult 
cducation many will avail thomsclvos of the 
Opportunity. 

6. A groatcr obligation is placed upon teachers. 
They require more money to prepare for thoir 
profcssion and also to kocp in touch with world 
conditions through travol and rcading while 
teaching. They arc also requirod to takc refresher 
courses during vacation periods thus we belicve 
they should roccive a larger salary than that 
paid at prosent. Schools in rural districts and 
small ecntres of population should be ina 
financial position to engage as good teachers as 
are cngagced in the largor contres. A systcm of 
grants so deviscd to take care of local 
situations such as this would be of great benefit. 
7. There is a greater obligation placed upon 
school boards duc to the adolcsccnt act and to 
the new course of study. More suitable accomo- 
dation is noeccssary and now buildings and 
equipment arc requircd. These standards are set 
by the State and school boards should be assisted 
financially to e greator extent by the State. 

8. The home has placed more and more obligations 
upon the school." 

Now, if any of the mombers of the Commission have 
becn trustces or toachors, you will appreciate that fact, 
because it is 2 fact. We find it every day. 

THE CHAIRMAN: It is an unfortunate fact. 

MR. RUTHERFORD: It is an unfortunate fact. Parents 
socom to think that tho teachers should bring up the child 


as well as tcach it. Now, I hate to say that, but I have 
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found it out in our schools as a fact. MThoy socom to 

think the responsibility cnds if thoy clothe thom and 

fccod thom. Tho manners of our youngstcrs are not what 
they worc whcn we were kiddios. Thoy socom to leave thom 

to tho toachors. Thoy forgcsct thcro is too much automobilc- 
running-around from place to placc. That is the reason 
there is such poor dis¢ipline in the schools, bocause tho 
parcnts do not teach tho childron disciplino in the homes. 
Tho youngstcrs tcach the parents today, as we never taught 
them, and they gct away with it. 

THE CHAIRMAN: Do you not think what you need to have 
is more cducation of the parents as to their parental 
responsibility? 

MR. RUTHERFORD: I do, - adult cducation. 

8. The home has placed more and more obligation 
upén the school. Tho kindergartcon has become 
more neccssary year by ycar as tho fathers 
play golf and the mothors play bridgo." 

Is that right? 

THE CHAIRMAN: Thcre docs not appear to bo any 
dispute on it. 

MR.RUTHERFORD: "School repeaters are incroasing 
owing to the fact that parents aro not assuming 
their proper share of responsibility in the 
social wolfare and health of the children. The 
problem of discipline in the school is very 
largely the result of poor home training. 

9. Citios and large towns draw from villages both 

mon and wealth. Thus, small urban contres and 

rural districts vory ofton train mcn and women 

who go to tho larger contros. These smallor 

contres should havo greater assistance from the 


State through which tho gonoral rovenue is collected. 
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10. Educational costs havo ineroascd through 
unomploymont which is duc to national conditions. 
Many young pooplo aro attonding school boecase 
they cannot got omploymont. Porhaps the time is 
not far distant whcn tho Adolcsecnt School 
Attendanee Act will inercasc tho age of attendance 
to 18 years in order that young poople will not 
be in a position to replacc older people in 
neccessary omployment. 

ll. Agricultural conditions are improving and 
more farmers! childron aro attending high school. 
Owing to the distance from sccondary schools the 
cost of secondary education to parents has 
bocome a real problem. If equal aducational 
opportunitics aro to be given students from 
rural centres, villages and small towns, 
assistance must be provided for transportation 
of pupils or the establishmont of sccondary 
schools." 


Which is going to be tho cheapest is the question. Would 


it be better to pay for transportation bringing pupils 
from the main highways, which are kept open in most 
eountics during the winter, bringing them to the high 
school ,or to build high schools in the smaller urban 
municipalities? I don't know, but I believe the 
transportation would be tho cheaper for this reason, 
that in the smaller urban municipalities there are not 
onough pupils to attend that one school to make it 
possible for them to build a school that will take up 
all tho subjocts up to the senior matriculation, the 
cost and tho upkeep and the number of teachers would 
be too groat. I bclicove that transportation is our way 
out. 


THE CHAIRMAN: How far is transportation now being 
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used as a means of bringing rural students to the tayn 
high schools? 

MR.»RUTHERFORD: The only instrneo I know of is 
in the County of Wentworth, thoy aro using it thorec. 

And thon in somo cascs of tho consolidated sehools in 
the township where they havo the one school or porhaps 
three or four in a county, instoad of having a dozen a@r 
more school sections. 

THE CHAIRMAN: How far has tho movement for tho 
consolidated schools succocded? Arc thore many con- 
solidatcd schools throughout the province now? 

MR.RUTHERFORD: At the presont time thoro are 28, 
but it has not rececived the royal welcome by mmy boards 
that it should. Of course they have their own opinion. 
They consider if they let it be taken out of their hands 
and put into a large board, made a larger acministrative 
board, that they are not going to have as much say as 
to the education of the children. Not rcalizing that 
the province states what rou Shall teach and how you 
shall teach it. It docs secm out of the way to kcep one 
teacher to teach a class of from one, two or three 
or four or five pupils. Why not close that school and 
join up with a school on the other side or perhaps with 
four or five schools, having two or threo teachers in 
the one school and then transport the youngstors to 
that school? I belicve it is the better way. You 
have only two or throc school tcrchers then in place of 
four or five. But it is a hard proposition to toll one: 
gscation of tho township or county “You should closo your 
school and go to the next school". It is a hard 
proposition to talk thom into it. It is coming, it is 
bound to come, bocause when it affoets the pocket baok 


that is tho time it talks. 
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THE CHAIRMAN: How is the cost borne in thoso 
consolidatcd schools, by tho consolidatod section, 
to carry on transportation? 

MR.RUTHERFORD: I boliove the consolidated schools 
got a fifty per cont grant on transportation. 

THE CHAIRMAN: From tho provincial government? 

MR.RUTHERFORD: From the provineial government. 

COMMISSIONGR DAFOE: Have you provision here for 
Municipal boards? I mcan, has tho community chargc of 
the whole aroca and the school districts within its 
boundarics? 

MR.RUTHERFORD: I am not sure whether that is in 
effccet in any place or not, but I believe they have tho 
powcr to organizc, porhaps not tho wholc township, 
but I do not seo why, if they can organize four or five 
sections, why they could not organize the wholo township. 
There is provision madc, as Mr.Campbell states. 

THE CHAIRMAN: I am told the difficulty is the 
reluctance of local school boards to give up their 
economy and control. 

MR.RUTHERFORD: I think you are right. 

COMMISSIONER DAFOE: Perhaps they think the present 
system is more economical, they foar the larger costs 
of the consolidated areca. 

MR.RUTHERFORD: I do not know myself just what their 
fecling is, bceause it is pretty hard to got right down 
to rock bottom, just what the opposition is. There is 
opposition, it is a stiff opposition, but what it is, 
it is mighty hard just to placo your finger on it, you 806. 

"The following conditions are quite evident 
throughout the Province. 

1. Real Estatc is over-burdoned by direct taxation 

which discourrges building trade and tho ownership 


sf property." 
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THE CHAIRMAN; Wo havo hac. a @od doa] of evidence of 
that so far as it applios to the citics and rural towns, 
but can that bo said of tho rural arcas? Is taxation 
oppressivo on farm proporty in this provineo? 

MR.RUTHERFORD: Yos, we have had our cowmty equalized 
last year, the assossmont was ro-cqualized, and as 
county clork I find that there is a continuing fodling - 
You cannot say grouch, they don't grouch, - thoro is a 
continual, wo will say, fooling that taxation, their 
land taxes, are really too high. We had quite an 
argument about getting our county adjusted, we even had 
a lawsuit over it, so you know tho fccling is there 
that the taxes on property arc too hoavy. 

COMMISSIONER DAFOE: What eounty is that? 

MR.RUTHERFORD: Tho County of Groy. We are one of 
the largest aroas, wo have, I think it is, 1,045,799 
acres, if I remanber the figures correctly, and I think 
that is pretty close to it. And it is pretty hard, 
wc havo sixtecn townships, four towns and six villages, 
and the tows and the villages and the townships all 
seon to think that the asscssment is too high, that 
they arc assessed too high. Well, if the assessment 
is dropped, why, your rate goos up, so what is the 
differcnee? You have got to raise the money. 

THE CHAIRMAN: Porhaps it is not fair to ask you, 
in your official position, whether you think the 
complaint is well founded or not, 60 far as the rural 
arcas are concerned? 

MR. RUTHERFORD: I think it is just as fair to say 
yes to the rural as it is in the urban. 

MR.CAMPBELL: Might I say a word, Mr .Chaimman? 

THE CHAIRMAN: Ycos. 

MR.CAMPBELL: I may say that I have boon a farmor 
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all my lifo and I also live on tho farm at tho present 
timo. I will vouch for tho statomont that tho Oppression 
on the rural district is really something to be 
considcored. Our farms, tho buildings on our farms ana 
farms gencrally arc going down in the whole provineo of 
Ontario just from tho sake of theo heavy taxation. 

THE CHAIRMAN: Is it due to heavy taxation? I an 
aware that the pricesof farm lands in this province have 
gone down very markedly in recent yoars. What would be 
the average assessment of a good 100 acre farm, with 
reasonably good buildings on it? 

MR.CAMPBEIL: I shoule€ say about $6000. 

THE CHATRMAN: And what would bo the total tax rate? 

MR-CAMPBELL: It would depend on the mill rate. 

It varies considerably throughout the provinces of 
Ontario. 

THE CHAIRMAN: When I said tho tax rate I meant the 
mill rate. Of course it does vary in different townships. 
You have the county and township and school rate, What 
would be a fair avorage? 

MR. RUTHERFORD: It runs from about oight to ta mills, 
the average county. 

MR.CAMPBELL: I should think it would be higher than 
that. 1 should think about fitteen mills, the county and 
the township ratc. 

MR.RUTHERFORD: I mean the county rate, I don't 
know the township rate. 

THE CHAIRMAN: The county and township school rate 
together about fifteen milis? 

MR.CAMPBELL: No, if you had the school rate it 
would increase it. That is just the township and the 
county ratc. 

THE CHAIRMAN: What would the school rato be? About 


five mills or less? 
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MR.CAMPBELL: It would cqual the county and township, 
it is about fifty-fifty. 

COMMISSIONER DAFOE: About thirty mills thon? 

MR.CAMPBELL: Yos. 

THE CHAIRMAN: Tho total rato would bo about thirty 
mills? 

MR.CAMPBELL: Yes. Of course it varics considorably. 

THE CHAIRMAN: That would bo#180. on a hundred aere 
farm? Do the annual taxes on an avorago 100 aere fam 
amount to that much? 

MR.CAMPBELL: Not in the poorer sections of tho 
province, but in the more wealthy scctions. Take Wentworth 
and Lincoln and the southern part of Halton. 

THE CHATRMAN: Yos, they would amount to that much 
there. 

MR.CAMPBELL: But not in the poorer soections of the 
province. 

THE CHAIRMAN: Woll, you would not describe a good 
meny other countics as poorer sections, would you? 

They may not be quitc so fortunately situated as those 
you have mentioned, but take all Western Ontario. 

MR.CAMPBELL: «nd Eastern Ontario too. Of course 
in areas of that kind they have not got the income, 
the income is vory low. 

THE CHAIRMAN: No, they have not got the income of 
those in the districts you have mentioned. I have a 
farm myself and I know the tax rate on that fam. 

MR.RUTHERFORD: Porhaps you havo one of the $50,000 
farms? 

THE CHAIRMAN: No, it is not. I cannot afford that. 
MR. RUTHERFORD: "2. Persons with capita] investod 
in stocks, bonds and mortgages are relieved to 


a great extent from taxation as compared to those 
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who havo cap:.tal invostcd in roal ostatc. A 
report in the Press rocently stated that just 
outside Montreal 23 busincss houses havo a 
capital of 750 million dollars which is 
practically cxempt from cducational tax. Thase 
who have investcd capital in cducation and ontorod 
the profcssions have also an advantage over tho 
persons who own roal cstate in that one is taxod 
according to tangible possossions while tho 

other is taxcd according to income. 

5. Bachclors and homes without familics are 

enjoying the benefits of the State and are 

rolieved of the exponse of raising familiss on 

which the State depends for its national existence, 

They should assumc a greater share of the cost 

of edueation of the children of the State." 

THE CHAIRMAN: What tax would you impose upon 
bachelors? 

HR.RUTHERFORD: Have wc any in tho Commission? 
If wc havo, 1 had bettor kecp quiet. 

COMMISSIONGR DAFOE; You arc talking to a group 
that arc capabic of taking impartial views as to 
bachclors. 

MR.RUTHERFORD: I would not care to sot a rate on 
a bachelor, I don't know. The majority of us were married 
when porhaps we wore twonty-one and right from that up 
to thirty-five or forty. We waitcd until the right girl 
came along, as wo thought, and most of us thought right. 
You cannot say toa man, "If you don't got married until 
you are twonty-ono or twenty-two or twenty-three it is 
going to cost you #5, $10, $15 or $25 or so every year, 
boeauso ho is liablo to pick somcthing up that does not 


agroc with him the rest of his lifo and he would 
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rathcr havo paid $250 than havo to livo with it. That 
goos for women just as woll as non. 

THE CHAIRMAN; He might bo Willing to pay tho tax, 
But you soe you arc suggcsting here that bachelors and 
homes without familics ghould pay a higher tax. I wondered 
what view your association had. What do you mean by a 
higher tax? | 

MR.RUTHERFORD: That could eome under the sane 
prineiple, I suppose, that we havo in our poll taxes 
in the oitics. 

"Woalth is contralized in tho large ecntres of 

ssosatbaucenchehe and is continually flowing into 

these centres. Hqualizeda, valuation per capita in 

eitios is $1,134 while equalized valuation in 

towns, villages and distriets is around $600. 

The amount of inecomo tax paid by individuals in 

centres of population was $33,320,278 while the 

amount paid by individuals living on the land in 

1936 was $46,609. The amount of incomo by 

corporations in rural districts in 1936 was 

$56 ,859, while the amount of income tax paid by 

corporations in ccntres of population in 1936 

was $42,905,296." 

Now, those figures were obtained from the Canada Year 
Book of 1937, for 1936, and you will gct that information 
on pags 870. Thoso facts are right theewe in black and 
white. 

THE CHAIRMAN: Thank you. 

MR.RUTHERFORD; It also covers this next clause too, 
"5. Variation in school wealth - variation in 
assessment per classroom - Counties varied from 
$17,594 to $293,000". The county that I am 


speaking about is Haliburton, the first one, $17,594, 
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and Halton is tho $293,000; and Toronto is $505,290. 

In citios it varics fron $142,225, that is in Owon Sound, 
where I come from, and $430,944 in Ottawa. Towns, 

there is a slip thoro, that is $47,000, that should bo 
$27,809, those wore two scvon room schools. In Almnto 
it was $27,809 and in smherstburg, down in Bssox County, 
it was $247,147 por school room class. 

THE CHAIRMAN: Take an assossmont of $27,000, tho 
tax rato thorc must bo vcry high to support a seven-roon 
school. 

MR.RUTHERFORD: I would say so. What the assossnent 
in the way of mill. rate is. t do. not know. 

TH CHAIRMAN: It sooms difficult to believe that 
the assessment in tho town of Almonte should be as low 
as that figure. 

COMMISSION&R ANGUS: Is that tho total asscssment or 
the assessment per classroon? 

MR.RUTHERFORD: Per classroon. 

COMMISSIONER ANGUS: So that the total assessment 
would be seven tines that? 

MR.RUTH@RFORD: Yos, that is the total por classroom. 

THE CHAIRMAN: I bog your pardon. 

MR.RUTHERFORD: Now, in Trafalgar Township in 
Halton County there is a variation in asscssment between 
two one-roomed rural schools of $196,400 and $805,630. 

"6. Thore is also great variation betweon 
cities, towns and townships in rcolation to 
vocational oducation, hoalth suporvisi-n, 

free school supplics, qualifications of 

tceachcrs, building and squipmcnt and accessibility 
to sce mdary schools. Variation in the cost por 
pupil in sceondary schools in fiftcon citios 


is from $90 to $170 in high schools and 
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collogiato institutcs and fran $100 to $240 
in vocational schoocls.Variations in ton munici pal- 
itics, othor than citios aro from $90 to $0 in 
high schools and collegiate institutos and $120 
to $280 in vocational schools. In continuatiom 
Schools there is a variation from $70 to $170. 
The value of secondary school buildings and 
equipment in dollars por pupil vary fram $100 to 
#800 in high schools and from $100 to $1000 in 
continuation schools, and a variation between $17 
and $600 in ono district inspectorate in equipment. 
7. Variation in the systom of taxation. The 

larger urban ccontros have the advantage of business 
and corporation taxes while income is very much 
greater than that of smallor contres of population 
in the form of industrics, departmontal stores, 
chain stores, banks, gas stations, ote., In the 
villages and smallor towns many rctired farmers 
have settled with a very small income and in many 
cases they aro opposed to any heavicr taxes. 
Some small towns are conveniently situated on 
a railroad thus having large industrial plants, 
the taxes from which also support education 
while the smaller towns have to depend on a direct 
tax levy on proporty.” 

Now, on page 4 we have what might bo achieved by 

greater stato support: 

1. Equalization of teachers salaries; providing 
more uniform standard of teachers throughout the 
Province and insuring a longer tcrm of sorvice. 
It would also draw a bottor type of student into 


tho tcoaching profcssion.” 
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THE CHAIRMAN: What have you in mind in tho 
oqualizeation of tcachors' salarios? Do you mean that 
the silarios should bo oqual in all parts of tho provinco 
or do you mean there should be groeter equality than 
exists at prosont? 

MR. RJTHERFORD: I moan this, that in rural centres 
tho salary runs around five or six hundred dollars. 

Now that is not onough for anybody to livo on. Tho 
toachor has to contributc, as you know, quite a few 
things como along, they havo to pay their board, they 
have to be elothed a littlo bettor than tho ordinary, 
and in many, many rural school sections tho tcacher 
is drawing five and six hundred dollars. 

THe CHAIRMAN: Mr.Rutherford, what would a toacher 
have to pay in one of those rural school soetions for 
board? 

MR.RUTHERFORD: Well, I don't soc how sho could get 
away without having to pay just about at least half of 
her salary for her board. Now, if sho wishcs to clothe 
hersclf and Kocp up to date with purchasing bovks and 
reading them and kocping up to date, thon where is she 
going to save money to go to summer course? And at the 
present time the tcachor has to go to a summer course. 
If she has not got a first-class cortificate sho has got 
to take up so many sonior matriculation subjocts a year, 
one, two or three, or whatever sho can handle, to show 
that she is qualifying herself, that sho is trying to 
advanec. Now, the teacher teaches for 200 teaching days, 
she gcts her two months holidays in tho summor and 
gocs to Toronto or somo othor contre for six wecks, taking --- 
What is that word they usc thore? -- It is a sumer 
course, refrosher course, or taking up sonething on the 


gonior matriculation. My own opinion is this, that ifa 
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girl has passod through or rocoived hor sccond-elass 
cortificato that is thought quite sufficiont to allow 
that girl or that boy to teach school. Thoy havo taught 
school and when they havo not roeccivod thoir final 
certificate thoy have got to go back to school or thoy 
have got to study at homo and write off two or threo 
subjccts a yoar, they have got to go to summer course 
and spend five or six weeks. I don't beliove in that. 

I pbolieve if thoy would emo back to the sccond year 
Normal course that they had once in a whilo and abolished 
a ycoar or so ago, if they would bring that back and 

make the boy or girl tako that second year Nomal course, 
where they are gctting all the same training and improv - 
ing,then thoy arc through; but having to take cight or 
ten subjects of scnior matriculation, by taking one or 
two subjects a year, it is going to tako some of them 
five or six or ton years before they gct through. That 

is a terrible burden, a torrible strain. The teachor 
cannot put her bost foot forward if sho is #£tudying 

at night, as well as trying to get her subjects up for 


the next day. 


( Pago 7275 follows) 


pin 2 a3 os 
TESy Bikocs . 


das at Lod: 


- rr fr a d 


obtveD TecKuK 


deaf at ovolt oc 


wiht 


, cate 0 [nce 


‘eseted burither: +> teetcr tt, 
ee CeetetTiwa otine ¢ayous cb toe 
Somlt tisds Serica: 3 
‘won #0 JociHoe ot “one 
~ Peete =< ow: 
1.4 tol wee arate 


= 


7 Ca SAF. sens 
cod Yoo) ooar 
Tat qgody. cee 
Qsiee 32 


aa 


Pas, 


* * « a 7 
1 32 goat Pe E @ 
v2 


sot? teed ak 


etootdys noe | 
esoo( dus: ong 
“ti Sie i ovi® 


- 
oe 


} Jd Gl4Pycot Sek 


0 Tot tug Fonmes 


it 


.ttieta ge 
ixvn oa? 


7275 


THE CHAIRMAN: Under present regulations in Ontario, 
must a teacher holding a second class certificate, take 
matriculation? 

MR. RUTHERFORD: If she has no“ received her per- 
manent certificate--she has to teach for four years to 
receive it- Now, there will be no more second class 
certificates issued, last year was the last opportunity 
to receive it. A person has to have a first class 
certificate before being permitted to teach school. 

Those girls who graduated four years previous to this 
have to come up to this new standard. A teacher who has 
been teaching for ten or fifteen years--it would be 

out of “he question to ask that teacher to go back to 
school and study again, 

Quoting from the brief: 

"2, Make secondary education more accessible 
by providing more schools or assisting in trans— 
porting pupils to school. 

de Give @ better type of accommodation and 
equipment in smaller centres of population. 

4, Permit more extensive health education 
and medical and dental inspection and super- 
vision throughout the province."* 

I know just what that means as I have seen an 
example of it in the place from which I come. In that 
piace there is medical and dental inspection. There are 
two nurses and a dental officer who look after the health 
and teeth of the children. This service costs €1 650, 

@ year. For this payment the dental officer makes avail— 
able his office facilities, fillings, and such things 

as that. You would be surprised if you were to see the 
report of a survey which was made when we started in 


1928 and the last survey which was made. The change 
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in the condition of the children's tecth and general 
health was remarkable. 

MR. CAMPBELL: I might say, sir, that it is estimated 
that 95 per cent of the children in urban centres have 


these medical services while only 7 per cent have them 


in the rural centres. 

MR. RUTHERFORD: Quoting from the brief: 

MD Encourage adult education through night 
classes, study groups and short courses in agri- 
culture and industry." : 

If the grants were made larger for consolidated 
schools, it would help. Take the different sections and 
say," We will give you a larger grant, more than the 
four or five sahools would receive separately, if you 
will get together." I believe that consolidated schools 
will come. 

Continuing to quote; 

"7. Develop our training schools and bring 
them more up to date and more efficient and per- 
haps provide for a second year Normal course in 
at least one centre in each province where teachers 
may attend a sevond year and be relieved of summer 
courses and second year university work. It might 
also provide better training centres for the train- 
ing of vocational teachers. At present in Ontario 
there is only one school." 

I believe that school is the training school in 
Hamilton. 


Quoting from the brief: 


"8, More and better supervision of schools 


through an increase in the inspectoral staff of 


our schools. 


9, Advertise education as a national asset to 


7277 


“all people. If this were done there would be 
greater interest in education and more boys and 
girls would have a desire for further knowledge. 


10. Encourage school libraries through the 


establishment of a circulating system within dis- 


tricts where library facilities may be enjoyed 
by ei. " 
Now, there are two or three little notes which I 
have jotted down. 
THE CHAIRMAN: Before you continue with those 
points which you have in mind, I would like to ask a 
question concerning number ten. What is the present 


provision for libraries in rural schools? 


MR. RUTHERFORD: Therc is a very small grant made for 


school libraries. It docs not amount to a great deal, 


but it is for the purchase of school books for children's 


supplementary reading. It is not our a@esire tc just have 


school libraries, but to have a circulating system in 


order that there would be books for adults to read and not 


Just for pupils. It must be very hard, I guess--I do 


not know as I never went through the experience--but I 


imagine it is very hard for a person not to have a cir- 


culating library near at hand. A person has to go to a 
city or town and have someone identify him and have that 
person stand good for the books which might not be re- 
turned. It would be necessary to go five or six miles 
in order to secure a book, and then it would depend 
on whether the library board gave permission to do it. 
We would like to see circulating libraries in every 
township. 

THE CHAIRMAN: Are there no circulating libraries 
at aid in the counties at the present time? 

MR. CAMPBE L: There are some jn Lampton county 
and I believe Simcoe county has just started one. 


THER CHAIRMAN: Are those statted by the county. 
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is responsible for starting those CLOCULAtINa Jo tEies? 

HMR. RUTHERFORD: I could not answer that question. 

MR. CAHPBELL;: It is dope as a matter of cooperation 
between the inspectors of the schools and the local, 
library board, 

THE CHAIRMAN: I was under the impression that there 
were provisions whereby it might be developed. What 
is the difficulty in developing that system thpoughout 
the province, Mr. Campbell? 

MR. CAMPBELL: 1 think it is largely a matter of 
cost. The school board , where a circulating library is 
in operation, is asked to provide so many books. There 
is great difficulty for many of these school boards to 
provide the money necessary to do this. It is a matter 
Or cost. 


DR. RUTHERFORD: I have jotted down a few questions 
which I expected to be asked, Tha first one is, "Where 
is the money going to come from 

THE CHAIRMAN: That is a very good question to 
answer. 

COMMISSIONER DAFOHK: It is a very live issués 

DR. RUTHERFORD: I anticipated that such a question 
would be asked me as soon as i finished presenting the 
prief, so £ thought I had bevter make an answer before 
the question was asked, There are many luxury taxes im- 


posed by the provincial governmen’ and the Dominion govern 


r 


ment could put on a general sgles tax. 


THE CHAIRMAN: The Dominion has a general sales tax 


now, of eight per cent, 


DR. RUTHERFORD: Yes, but i% could be made ten per 


cent. Therc is another thing which the Dominion govern= 


ment could da, This is the only country in the world, 


I believe, having canals and not imposing a charge upon 


boats for pessags Shrough the canal. & sort of tonnage 


tax could be imposed. In this country we secm to be always 


as sieht 
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on the giving end of it, not the "gimme" end of it, 

That is what we are here for to-day, "The gimme”, A 
tax might be imposed on the export of raw material such 
as pulpwood and nic’ 2... This is the only country in 
the world in which nic# lis found. Why let it go out of 
the country without being manufactured? Why not keep 


that raw material in our own country and manufacture it 
here? If export of this material is permitted in the 
raw state, then that privilege should be taxed. ca aime he 
were manufactured here, it would establish an industry 


here in which a great many men might be put to work. 


Practically the same thing applies to our pulpwood. Our 
pulpwood is going to the United States and the United 
States has large paper milis. In this country we find 
the greatest difficulty in keeping the paper mil: operat— 
ing- 

Then there is the amusement tax which was cut off. 
This was a small tax. The income tax has been taken away 


from the municipality i 
tf a certain tax were put on, 


or the sum of the present tax enlarged, the government 
could say that a certain percentage of that tax was 

to be earmarked for educational purposes, This would 

be for cducation, no matter what else you want to do with 
the remain3jsr of the tax. This five, ten or fifteen 
per cent would be for education. In this manner, 
everyons would be paying for education. You know, there 
arc a great deal of people who say, "My boy is educated, 
why should I pay for my noighbour's boy who is just 
starting his education?” A good many people scem to 
somebody else helped to pay for their 


forgs+ that 


children to be educated. I do not know whether this 


attitude is due to "pure cussednoss" or to what it 1s 


duc. 
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THE CHALRMAN: It might be tho original sin. 

MR. RUTHERFORD: That was beforo my time. I wish 
to thank you and your Commission for your kind hearing. 
I sinccroly hope that, as you appreciate education--you 
are where you are to-day because you had an educatione- 
Ef there is any possible recommendation which you can 


honestly bring before your government which will help the 
vast majority of coming citizens, I know that you will 


make that recommendation. Education, as I said befcre, 
is something which should be within the reach of every 


boy and girl. It should not be something which is re- 


served for the children of the people who arefinancially 
able to send their children to University. What is 

the percentags of pupils who go to university to-day 
after leaving high school? Less than ten per cent con- 


tinue on to university. Surely there ought to be some 


adequate means~-even if a fund were created from which 
a boy, who wanted to go to university, could borrow 
money on his future. There are a great many boys who 
would do it. No interest should be charged on this 
amount and the boy should be permitted to pay it pack 
out of future earnings. I never had a university edu- 
cation, but I hope the good Lord will permit me to send 
some of my children to university. 

THE CHAIRMAN: Thank you very much, Mr. Rutherford. 
It is a very interesting and important subject which 
you have presented to us in a very clear and forcible 
manner. 

COMMISSIONER ANGUS: Mr. Rutherford, what is the view 


of your association as to the suggestion made before 


us yesterday that municipal counties should have control 


of the school boards? 
MR. RUTHERFORD: No, absolutely no; I have been 


mixed up in municipal affairs and school board affairs for 
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over a quarter of a century. I know what it is for the 
school board to have to get down on its knees and coax 
@ city council or township council for money for edu- 
cational purposes. Do not do it? 
THE CHAIRMAN: We will mark that brief as exhibit 
mumber 289, 
HAHIBIT NO. 2689: Brief of the 
Ontario School 
Trustees and Rate- 
payers Association. 
THE CHAIRMAN:The next brief to be presented is that 
of the Mutual Fire Underwriters Association of Ontario. 
Mr. W.KCross, secretary, will present the brief wi th 
Mr. A. L. Easton, and Mr. W. J. Guardhouse. 
SUBMISSION BY 
THE MUTUAL FIRE UNDERWRITERS! ASSOCIATION 
OF ONTARIO 
MR. W. K. CROSS, secretary, was called. 
MR. CROSS: Honourable Mr. Rowell, and Members of 
the Commission: [Tt will be a slight change for you 
jn the presentation of this brief, especially after the 
last speaker, although we too, are farmers, for in this 
case we are not asking you for something. I might say, 
before presenting the brief, that we have tried, in 
making this presentation to you, to state in a few words, 
who we are, what we represent in the provincial setup, 
and after telling you who we are and what we think about 
the setup as it is, why we think so. 
THE CHAIRMAN: That is quite a logical way of dealing 
with it. 
MR. GROSS: We are definitely satisfied with things 
as they are and that may be an odd attitude to bring before 
I will now proceed with the 


you, but it is our attitude. 


reading of the brief: 
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"This submission is made by the Mutual Fire 
Underwriters Association of Ontario, an organiz= 
ation formed in 1883 among purely mutual insurers 
Operating in Ontario on the pxemium note plan. 
The association consists of 67 farmers' mutual 
companies, of which 65 write fire insurance and 
2 write weather insurance. It is estimated that 
the $542,000,000 of fire insurance carried by 
these companies covers approximately ©O per cent 
of the insured farm property in Ontario, and that 
the $33,000,000 of insurance in force in the 
2 farmers mutual weather companies represents 
about 35 per cent of the weather insurance on 
Ontario farm property. Over 197,000 Ontario 
farmers are members of these companies. 

The so-called farmers' mutual fire companies 
are dotted throughout southern Ontario, almost 
county for county in numbers. The oldest 1s 
eighty-two years old;" 

I might say just here that it is my honour to re- 
present that company. 

THE CHAIRMAN: You did not start with it though, 
I suppose? 

MR. CROSS: No, I did not. I said it was my honour 
to represent it now, 

Continuing to quote: 

"_ the youngest, twenty-eight years. The 
companies are entirely mutual in character. They 
are officered and directed by their own farmer 
members exclusively. They were organized by 
farmers, they are managed by farmers, and they 
have only one purpose to serve, namely, to provide 


their farmer members with sound fire insurance 
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“protcction at minimum cost. Thcy constitute the 
oldest and most successful coopcrative undertaking 
ostablished by the farmers of this provinoc, with 
@ rocord of over threc-quarters of a century of 
fire insurance sorvice to rural Ontario without 

a single failure to pay a just claim or any other 
public liability. 

The cost of the average $100 of insurance to 
the members of the farmers’ mutuals was 30.5 cents 
in 1937, as compared to an cstimated 40 cents, 

45 cents and 60 cents in othcr classes of insurers 
of farm property. In one company the 1937 rate 
was 10 conts per $100 of insurance, and therc 

werc others with rates of 15 cents and 20 cents. 

At the end of 1937 surpluses aggregating $2,415, 000 
were on hand to providc immediate security to 
policyholders, to stabilize current low rates 
against possible future recurrencs of adverse 

loss oxpsrienoe, and in some cases to justify 
furthor rate reductions in 1938, It should be 
particularly noted that comparatively maierate 

fire insurance ratcs are available to all classes 
of agricultural risks in the farmers' mutuals, 
whercas in othcr insurers the more hazardous 
classes of farm risks, if accepted at all, ars 
written only at prohibitive. rates. In other 
words, the less prosperous farmers of this province 
have in these companies an unique insurance 


service not otherwise available. 
Two outstanding features of the operation of 


the farmors' mutuals have made their successful 


record of low-cost rurel fire insurance possible-~ 


logai supervision of underwriting, and a minimum 
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"of managcment oxpcnsc. Most of tho companics 


Operate in limitcd local arcas, whore the directors 
arc familiar with cach risk acceptod--the result 


being that they have prospered on low rates 
where other insurcrs lost money on higher rates. 
Furthermore, there is a substantial saving in 


management costs in this class of insurer. Out 
of cach dollar of premium paid in by members of 


the farmers' mutuals in 1957, only 18.2 cents 

was required for management expenses (agents! 
commissions, office expenses, salarics, and adjust- 
ment cxpenscs, cte.) This compares with an 
estimatcd 45 cents and 50 cents for management 
expenses (not including adjustment expenses) 

in other classcs of insurers. While the farmers’ 


mutuals are not money-makers for their agents and 


officors, they have beem money-savers for the 
farmers of Ontario. 
Farmers' mutual insurance as outlined above 

has been entirely a provincial development." 
I stress that point. 

"The older companies were organized under various 

stetutes of Yppor Canada and of Ontario ‘respecting 

mitual firo insurance companies’ which set out 

the simplc basic principles of this form of in- 

surance. At thc present tim, a considerable number 
of sections of tho Insurance Act, Revised Statutes 
of Ontario, 1937, Chaptcr 256, and of the Companies 
Act (Part XV1) Reviscd Statutes of Ontario, 1937 
chapter 251, apply only to insurers of this class,. 
and provide many of the safeguards which have 
esteblished the usefulness and stability of 


farmers' mutual insurance. By reason of the 


Local nature of the business of this type of 
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"this type of insurer, the provincial legislature 
is in closcr touch with the situation than the 
Doninion Parliament,--" 

That brings me to my point, 

"—-~and has proved to be particularly well 
adaptcd to give such legislative attention to 
farmers' mutual insurance matters as has been 
required. 

From its inception in 1879, the Ontario 
Department of Insurance has fostered the unique 
service rendered to rural Ontario by the farmers* 
mutuals. Most of the statutory previsions which 
have proved to be so satisfacvory over a long 
term of years were worked out and recommended 
by the various Ontario Superintendents of 
Insurance, in cooperation with the companies, and 
the relationship between the farmers' mutuals and 
the Uitario Department of Insurance has always 
been particularly happy and effective. 

The sole contribution of the farmers' mutuals 
to the rovenus of the Ontario Department of 
Insurance consists of license fees, which in 
1937 amounted to $5,275 and has varied little from 
that figure for many years. The companies re- 
ceive from the department services which are esti- 
matod to involve an expenditure of $6,000 annually. 
Some of these services include: inspection of the 
records and affairs of each company within a tvo 
year period, and more frequaently in some cascs 4s 
circumstances reqiire." 

The provincial department makes a call on each of 
our departments every two years. 


THE CHAIRMAN: You mean a genuine inspoction of ti 
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accounts and rocords, is mado? 
MR. CROSS: It is, sir, but I would not like to 
leave the impression that an audit of the affairs of 
the companics is made. Hach of the companics has its 
Own auditor and it is the auditor's statement- ~~“ isthe 
goncral condition of thc company, that is whcthcr 
or not the company is presenting its position accurately 
to its members in which the dcpartment is more intcrestced. 
To continues with the bricf: 
t.-improvement and standardization of under- 
writing practices; checking and advising re 
application, policy and othcr forms in usc; cdu- 
cation in improved bookkccping--" 
That is no reflection on the secretary as it was 
suggested at the outset that the most of us are farmers. 
Continuing to quote: 
"checking Annual Statements to Members; tabu- 
lating statements and experience of comrsanies 
in report of superintendent; minimizing compe- 
tition among neighbour companies; attendance of 
department representatives at Board meetings 
and annual meetings of companies, and at the 
twelve or more group meetings held each year and 
the annual convention of the association; pro- 
motion of fire prevention work; and general advice 
and assistance in matters of company management, 
such as rate adjustments, difficult loss settle- 
ments, and proper carrying out of statutory require- 
ments and provisions. In recent years an inspector 
has been assigned full-time to the farmers' 
mutuals, and through him the Department has given 


them assistance and service considerably beyond 
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"a strict interpretation of its statutory respons- 
ibilities,." 

Returning to the question of competition--naturally 
operating as our companies do, we could not afford to 
have competition of any kind between neighbouring com- 
panies. 

THE CHAIRMAN: The mutual in one county will insure 
a farm building in another county, will it not? 

MR. CROSS: There are no hard and fast boundaries, 
but generally a company does business within its own 
iimits. If a farmer desires to come over into another 
county, when there is a mutual in his county, there is 
generally something wrong. He is generally not a good 
neighbour. 

THE CHAIRMAN: How many countics have mutuals? 

MR. CROSS: There are 67 companies. 

THE CHAIRMAN: There is morc than one company in 
some countias, then? 

MR. CROSS: In the county in which I am situated, 
we have three. One is a larger company which does 
not adhcre to the county strictly and the other two 


companies were originally one company. In vicw of the 
fact that some of thc members wanted to change the 
place of the head office to another part of the county, 
there was a split. 

THE CHAIRMAN: They agreed to disagree, I suppose? 

MR: GROSS: Both companics have been reasonably 
successful since that time, The gentleman on my left 
is secretary of the neighbouring compamy, so you can see 
that we do, at least, agrec. Now, coming to the Onterio 
Firc Marehal's officc. 

Quoting from the bricf: 


tThe Onterio Fire Marshal's officc has likewise 
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"contributed matcrially to the success of farmers* 
mutual insurance in this province, in a manner 
particularly adaptcd to the necds of farm fire 
insurance. By minimizing rural fire waste through 
fire prevention cducation and inspection, as 
well as the administration of the Ontario Light-— 
ning Rod Act--" 

THE CHAIRMAN: Do the insurance rates vary, Mr. Cross, 


according to whethcr lightning rods are maintained or not? 
MR. CROSS: Yes, the rates do vary. It is nota 


very large reduction for a rodded building, something 
like five cents por hundred, I think. 

THE CHATRMAN: You have faith in lightning rods, 
then? 

MR. CROSS: Yes, we do, if they arc properly installed 
according to the Lightning Rod Act. 

Continuing to quotc: 

"_-and particularly through investigation 
of questionable fires and prosecution of arson 
cases, the Ontario Fire Marshal and his staff 
have becn an efficient aid in keeping the loss 
costs of the farmers' mutuals down tc a point 
which has made their low rates possible. Special 
investigation of threshing fires--" 

I might say that is a class of fire which is more 
peculiar to Ontario than any other part of the Dominion. 
The reason for this has not bcen ascertained, but we are 
endeavouring to find it. 

Continuing to quote: 

“Special investigation of threshing fires(a 
class of farm fire moro prevalent in Ontario than 


elsewhere) in recent ycars is an example of the 
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"kind of uscful servico boing reccived from the 
provincial Fire Marshal's office which might not 
bo available with cqual cffectiveness from an 
office with Dominion-wide jurisdiction, which 
could not be as familiar with local conditions. 

Tho only contribution of the farmers‘ mutuals 
to the revenuc of thc Ontario Fire Marshal's 


office is the Fire Marshal Tax, consisting of 


one-third of one per centum of their net premium 


income. It amounted to $5,471.24 in 1937." 


(Page 7,300 follows) 
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MR. CROSS: You will notice in direct opposition to 
the last speaker, the contribution that we are making, -- 
we are satisfied with it, we believe we are getting our 
money's worsh, 

" On the other hand, these companies, through 
investigation of farm fires and other services, 
accounted for over $8,000 of the 1937 expenditures 
of the Office of the Fire Marshal," 

On page 6 is the motion which we wish to bring to 
your attention, 

y In view of the existing situation as set out 
above, the sixty-seven member companies of the 
Mutnal Fire Underwriters’ Association of Ontario 
Submit that local administration and supervision is 
essential to the continued progress of farmers’ 
mutual insurance, and strongly recommend that, so 
far as the companies of this Association are con- 
cerned, the present provincial jurisdiction be 
maintained. The Association formally expressed 
this view at its Annual Convention in Toronto on 
16th March, 1938, by unanimously adopting the 
following resolution: 
“THAT THE FARMERS? MUTUAL INSURANCE COMPANIES 
OF ONTARIO ARE ABSOLUTELY OPPOSED TO ANY CHANGE 
FROM THE PRESENT PROVINCTAL SYSTEM OF INSURANCE 
SUPERVISION, TAXATION, AND OPERATION OF THE 


FIRE MARSHAL'’S OFFICE.’ 


All of which is respectfully submitted." 

THE CHAIRMAN: Mr, Cross, to what extent have these 
Farmers! Mutuals been developed in other provinces, can you 
tell us? 

MR. CR@SS: I believe, sir, in Quebec the parish nutuals 


are developed along muc# the same lines as in Ontario, and I 
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believe that in the Maritimes they have not made the 
progress that we have. In the western provinces, I think, 
there are a couple of large companies there wkich have the 
major portion of the business. I submit, of course, that 
this is purely a provincial affair. 

THE CHATRMAN: We are very glad to have your sub- 
mission, Mr. Cross, and we thank you for it, It will 
receive the careful consideration of the Commission, and 
the brief will be marked Exhibit No. 290, 

EXHIBIT NO. 290: Brief of Mutual Fire 
Underwriterst Association 
of Ontario. 

THE CHAIRMAN: Is there anything you wish to add, 

Mr, Easton? 

MR. EASTON: I do not know that there is a great deal 
I can say which would add to it. I have been connected 
with the Farmers' Mutual for about twenty-five years, as 
@ director for nine years of the Ayr Farmers! Mutual, which 
operates through the Western part of Ontario, through the 
County of Oxford, and I have been secretary for the lewt 
sixteen years. During that time there has been a splendid 
feeling of cooperation between the Department of Insurance 
in Toronto and the Fire Marshal's office, with the Farmers't 
Mutual. This has grown to be something worth while. We 
have a splendid feeling of cooperation, and we would feel 
badly to see it disturbed in any way, Toronto is nearer to 
us than Ottawa, and naturally, the nearer home you can keep 
the supervision and control of our companies the more 
efficient the supervision is likely to be. We are in closer 
touch, and I do not think that any improvement could be 
made on the present situation. I am strongly in favour of 
keeping it as it is. 

THE CHAIRMAN: The next is the Ontario Teachers' 


Council, Mr. Noseworthy will introduce the delegation and 
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the brief will be presented by Mr, W.E. Hanna. 

MR. NOSEWORTHY: Mr, Chairman, I want to introduce 
the Cormittee from the Ontario Teachers? Council, Miss 
Thomas is Chairman of a Committee appointed by that Council 
to prepare the brief which is being presented to you this 
morning. Miss Carr is Secretary of the Public School 
Women Teachers of Ontario, and is also a member of that 
Cormittee. Mr. Hanna, who will present the brief to you, 
1s principal of one of the Toronto Collegiates, and he 
has been chosen to present the brief. The Ontario Teachers? 
Councii, I might say, represents high school and public 
school teachers of the pravince, 

MR. HANNA: Honourable Mr. Rowell, and members of 
the Commission, I just wish to draw attention to some of 
the matters included in our brief, You have the brief 
before you, and it would take too much time to read it all, 
On the first page I think we have the heart of our request; 
that is, for a Dominion subsidy specially earmarked for 
education, to be given to each province cn the basis of 
need, We make that request because we bel@eve, as we say 
on page 1, that education is a matter of national import- 
ance. Up to the present time the federal government has 
given very little attention to education. We believe that 
the time has come when a very great deal of attention should 
be given by the Federal Government, and a great deal of 
money, to support education throughout the Dominion, It is 
true that in all our schools we may, in our teaching, 
teach tolerance and good will, and in that way help nation-~ 
al unity, but there are so many forces at the present time, 
strong, numerous, tending to divide our nation. Jhat we 
believe we should use the forces of education in a very 
direct way to help unite our country. 

We believe that there should be an education office 


of some sort in Ottawa; an education bureau or an education 
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council or a research council which would be the centre, 
in Canada, of certain educational 3ffort. It would be a 
spring, -- shall we say, -- an educational spring from 
which streams would go out to all parts of Canada. Now, 
we feel that very, very strongly, ae that this central 
bureau is needed, and a large grant should be given to the 
provinces to assist them in increased educational effort. 
That is the main claim we make at the present time, 

THE CHAIRMAN: Mr. Hanna, you say, “earmarked for 
education". Why do you suggest it is necessary to earmark 
it for education? If the financial relationship between 
the Dominion and the province were readjusted on a basis 
Which would enable the provinse to make larger grants to 
education, mould not the province itself determine the 
anount that should be expended for that purpose? 

MR. HANNA: Weil, we do not in any way wish to 
suggest any infringement of the complete control of educ- 
ation by the province, but we feel that if the amount were 
an unconditional amount, not specially earmarked, that it 
might, result in a lessening provincial effort for education; 
the money given by the Dominion Government might be 
applied to take care of some servicesnow given by the 
province. Anything we suggest is additional to what is 
now being given by the province, -- an extra amount specially 
earmarked for education. The manner of alloting that money 
in the province would be determined by the province ial 
educational authorities. 

THE CHAIRMAN: What measure of supervision should 
be exercised by the Dominion in order to see that the 
money was not diverted to another use? 

MR. HANNA: I think there should be an audit; the 
provinee should naturally expect that there should be an 


audit, to see that the money was legally, honestly, and 
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efficiently applied to the purpose for which the Dominion 
gave it. Thet should be provided in any act setting up a 
grant, I feel. 

THE CHAIRMAN: You of course appreciate that any 
suggestion the Dominion might exercise any control over the 
question of education might raise quite serious difficulties? 

MR. HANNA: That is an important consideration which 
we have considered throughly, and the experience we have to 
go by is, shall we say, the United States’ experience, 
where the general set up is somewhat similar to that here, 
There, large sums of money have been granted over a period 
of years, through their Bureau of Hducation, without in any 
way infringing on the autonomy of the State Educational 
Authorities. A week ago I was in Washington, and asked that 
question very definitely and pointedly of a member of the 
National Educational Association, and he assured me there 
was no friction with regard to the distribution of the money 
and the Federal control, 

THE CHAIRMAN; What is the basis on which the Federal 
Grants are made in the United States? 

MR. HANNA: The money granted in the United States has 
been chiefly for vocational education, They have an 
important education office which is, shall we say, for the 
purpose of promotion and information and leadership, but 
the money applied by that education office goes solely for 
vocational training in the different States. In recent 
years there has been some money given to agriculture and 
health and welfare services, - $22,000,000 have been given 
over a period of years, each year, to assist the Stat¢s in 
vocational education, somewhat similar to the Grants given 
by our Federal Government some years ago to our Provinces. 

COMMISSIONER DAFOHZ: All the Grants are earmarked for 
specific purposes, not only for education in the large, but 


education along particular channels. 
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MR. HANNA; In the United States that has been the 
case up to the present. Right now there is a Bill which 
is being considered, andwhich was introduced a week ago 
in the United States Senate, - I shall be pleased to let you 
have a copy of that bill, - which definitely plans for the 
spending of sums of money over a period of six years, up to 
$190,000,000, at the end of the six year period, and those 
sums of money go beyond the present Grants, and are for a 
number of other purposes than vocational training. For 
example,there will be money granted, according to this Bill, 
for teacher training; for construction of school buildings; 
for adult education; and for youth programmes of different 
kinds, 

THE CHAIRMAN: Was that Bill stpesaiaed to give effect 
to the report of the President's Advisory Committee on 
Education, which was presented to Congress about two months 
ago’? 

MR. HANNA: If you compare the summary of the report 
which you kave in your hand, Mr. Chairman, with the Bill 
which you also have, you will find that the Bill follows 
very very closely the President's Report. The amounts in 
the Bill are the same amounts mentioned by the President's 
Advisory Committee, The purposes for which the money will 
be applied are the same purposes for which the President's 
Advisory Committee recommended those amountS. 

THE CHAIRMAN: Is this new Bill an sdministration 
Bill? 

MR. HANNA: Not exactly in the sense it would be here. 
It was introduced by Senator Harrison a week ago. Lt is, 
shall we say, a direct answer to the President's objection 
to a Bill a year ago. The President objected a year ago 
to a Bill presented, - the Harrison, Black, Fletcher, Bill, 
and it was withdrawn at that time, and the President's 


Advisory Committee was set up. It brought in this Report, 
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and this present Bill inoorporates the suggestions of that 
Committee, which have met with the President's approval, 
All the Officers who are interested in this particular 
Bill, - educational authorities that I have consulted, feel 
that there is every prospect that the Bill will become Law, 
That is the feeling at the present time in Washington, 

That is the main wish we have, that your Commission 
will recommend that there should be a large annual Grant, 
specially earmarked, given to each Province, and that there 
should be some organization set up which would take care of 
the promotion of education and the linking together of the 
educational effort of all the Provinces, in order to unite 
our Country. 

THE CHAIRMAN: There is this difference between your 
Suggestion and the practice in the United States; you 
suggest that the Grant be earmarked for education only, 
whereas the United States practice, and the proposed Bill, 
as Il understand it, specifies the particular educational 
purpose to which the money is to be applied? 

MR. HANNA: Yes, 

MISS THOMAS: If I might answer that point, only half 
the Grants, - the proposed Grants are left general in the 
new Bill, If I might call your attention to the table on 
page 13 of the Brief, there is a summary of the proposed 
Grants. For instance, the Grant for next year totals 
$70,000,000 of which $40,000,000 is left unalloted to special 
purposes, it is just general aid to eclementary and secondary 
education, and as the years go on the proportion of money 
left generally for the cost of education increases, so that 
in 1944 it is $140,000,000 out of 199,000,000. So that 
really the principle of our proposal,and the principle of 


the new Bill, is not, I think, radically different. 


(page 7310 follows) 
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MR-HANNA : It is tho principle for which wo contond, 
sir. Tho dctails would require vory careful study. 
The president appointod a vory represcntative comiuittcoc 
which gavo considorablo tine in the preparation off its 
report, and possibly sono similar cormittoo might be 
necded now to go int>d the matter thoroughly, as to the 
dctails. But we do stand on the principlo that there 
should bo large grants givon by tho fodcral governnent 
for education. 

COMMISSIONER DAFOE; How would they decide as be tweon 
the Statos? Havo thoy a woightcd fomula down thore? 

MR.HANNA: Thoy have. They havo quite a thorough 
formula for dctormining the grant to cach state. Thoy 
have thore a commissioner of education who is attached 
to the Department of the Interior and it is he who 
shall determine the cducational nood of each statc. 
Then thcy have the sceretary of tho treasury who 
determines the financial ability of each state, its 
incone, its wealth, the retail salos in the state, the 
total population, rural and urban, and so on. Then, 
they take a proportion, sixty-five percent of the totah 
financial ability of each state and subtract that from 
the cducational need and the balance is the amount 
the state would get. But they mvo a very thorough 
plan for alloting the emounts to the states that neod 
the money. It is a form of woighting of the grant. 

On pago 1 we havc that main contention and on page 
4 the natter is further developed, about the middle of 
page 4 you will notice a paragraph which begins: 

"In Oanada too, foderal aid is necded to prevent 

the level of educational service from sinking 
below the minimum necessary for tho preservation 


of democratic institutions." 
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and we quote tho prosident of tho Canadian Faucation 
Association who said two yaars ago that 

",.e. to emphasize tho national importance of 

oducation with a viow to obtaining from tho 

foderal government financial aid without rostriction." 

Wo quote also the Honourablo Albort Matthows, 

the prescnt Lioutcnant-Govornor of Ontario in his 
address bofore the Canadian Manufacturors' Association 
lastsumner, called attention to tho disintograt-~ 

ing factors in the national life of our country 

and intimated that our nino cducational systons 

were not functioning in tho intorosts ofa 

Canadian unity. 

"We on our part maintain that tho federal 
Government could render no greater service to 
the cause of Canadian unity, than that of aor 
taking in co-operatiOn with the provincial 
Departments of Education, the establishnent 
in every province of an adequate programme of 
educational opportunity." 

That then, sir, is tho main claim that we would put 
forward. 

On page 5 we discuss the problem of education and 
criaployment. 

"The problem of finding omploymont for young 

people, being dependent on conditions in trade 

and commerce, falls within the scope of the 
federal governnent.”" 
and wc fool, as wo say,in tho next paragraph: 

"that all across Canada there are thousands of 

children for whon the educational system as naw 

constructed in the differont provinces,offers no 
type of cxperionce which might oventually prepare 


them for work." 
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We are thinking thoro of childron who leave school 
in the sixth, seventh and cighth grades without adcquate 
preparation for their life and they become unomployed and 
uncnployable, and an adequatc system of education would 
reduces, wo fccl, tho numbor of unonployables among our 
youth. 

THE CHAIRMAN: Take that class, what have you in 
mind as to the adequate system of cducation, Mr.Hanna? 

MR.HANNA: I am inclined to fool, sir, that soncothing 
along what is being introduced in Ontario in our 
elomentary grades may be the answer. «At the present timo 
Ontario is just trying, for the first yoar, a now 
curriculum in its elomentary grades, one to six, 
and thore will be a now curriculum for grades scoven and 
Gight. I an very hopeful that this new typo of 
curriculum will better prepare the boys and girls who 
would leave by the sixth or soventh or cighth grade, 
some of them fifteen or sixteen years of ago by that 
tines, I fecl that new course would preprre them 
bottcr. 

THE CHAIRMAN: What is the @istinguishing fcoaturo 
of the new course from the course provided up to the 
present tine. 

MR.HANNA: This is of course not my ficld, tho 
Olementary ficld, but roughly, I would say this, that 
the old course has omphasizod factual knowledge. It has 
becn a more rigid courso. It has appealed less to the 
intcrosts of pupils than does tho present course. The 
present course aims to develop interests which will 
continue aftor school, in good litorature, in music, 
in art, in ciffcrent cultural sides of life that will 
onrich their life after they loavo school. But I might 
say at this point that this new course will be a much 


Hore cxpensive course to carry on. It roquires more books, 
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moro working matorial in art, it rcoquircs rocords for 
music and gramaphono, and supplics of all sorts are neodod 
for tho new courso that wore not necdcd in the old course. 
So more money will be necded. Tho same applies to tho 
sccondary school: curriculum which is now being rovised. 
More noney is going to be necded for the new subjects 
introduced, such as art and music where thore is now 
enphasis. Gramaphones will be necded, records will be 
necdod, radios will be necded. At the present tine 
Ontario is sadly behind, shall wo say, England, the 
United States, other Dominions of tho Zmpire, in tho use 
of the radio, of the sound machine and of tho silent 
films; but these all cost money and an extra grant might 
help. 

Then of course the new course; emphasizes nore 
than the old, manual work, handwork. That is being 
introduced now into high schools where it was not before 
and that makes 2 real appeal to boys that were not 
interested in the ordinary academic subjects and it is, 
we find, a very useful and practicable subject that the 
public will appreciate and is increasingly going to 
demand. 

THE CHAIRMAN: Thank you. 

MR.HANNA: We fecl then that odueation, the higher 
standarcs of education, would reduco the number of 
unemployablics,. 

COMMISSIONER DAFOE: That sceond paragraph under 
education and employment points out that a vory large 
number of children drop out of grade six, seven or cight. 
They have, of course, nothing in the way of vocational 
training of any kind which would be apt to help thom 
in gcotting jobs% 


MR.HANNA: «t tho present timo practically nothing. 
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# littlco manual work, shall wo say, in grado scvon and 
cight. Tho now course, I fool, will develop interost 
Which will bo useful in enriching thcoir lives, but there 
would be no vocational training, as such, in those 
carlior grades. 

MR. NOSEWORTHY: I might say, sir, thorc we have 
refcrenee particularly to the children of lower mentality 
type. The child who leaves school at fourteen or sixteon 
and has only reached grades six, soven and eight, in the 
public school is, wo feol, ecrtainly one type of child 
who should be taken earo of in the school to provent 
his becoming unGuployable in later life. There isa 
whole cross-section of our sehool population in that 
group for whom, up to tho present, very littlo has over 
been done. 

COMMISSIONER DAFOE: Can you do anything worth while 
for them if they leave schoOl,say, at the ond of grade 
seven? 

MR.NOSEWORTHY: Our fecling is if they were taken 
at an earlier age and encouraged in the subjects in 
whieh they are interested, rather than in what has 
hitherto been tho rcgular course of study, they could 
be directed in the ficlds of activity where they 
would become useful citizcns. That is being done, for 
instanec, in Toronto. Toronto has one or more special 
Schools for that particular type of boy and girl, and they 
are producing out of those poople relatively good, 
uscful citizens. 

COMMISSIONER DAFOE: Do you find resistance on the 
part of the parents of those children to being dofloctod 
into those particular schools? 

MR.NOSEWORTHY: There is not, as a mattor of fact, 


in the schools in Toronto. fThoy have always a considerablo 
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waiting list for thoir schools. 

COMMISSIONER DAFOE: Tho social influoneo does not 
oporatoe? 

MR.NOSEWORTHY: Apparently not to any groat 
oxtent. I think any parent whose boy has not got past 
grade six, scven and cight in public school by the tine 
he has reachod fourteen or Sixtcen must recognize that 
that boy is not equipped to follow the ordinary acadenic 
courss of study. 

THS CHAIRMAN: Thank you. 

MR.HANNA: On page 6, the closing paragraph, 
we Might not“co particularly it says that what we are 
asking hero is along the line of what has becn done 
to some oxtent already: 

"By its grants to vocational cducation, to 
pericurourel education and to tho Dominion- 
Provincial Youth Training Plan the foderal 
government has already recognized that this 
problom of training tho non-academic child is 
national in its scopo. Only incrceascd federal 
aid in some form will permit the solution of so 
wi despread and complex a situation." 

And wo bolieve that thore should be more coordination 
betwcon the various agencies attompting to mect this 
problem of Youth Rehabilitation. 

"We suggest that a Burcau of Research in the 
Social Sciences maintained by the federal 
government might well point out how tho 
cducational machincry could bo made to function 
most offcetively in co-oporation with the Hoalth 
Department, tho Govornment Employmont Servico, 
the Dominion-Provineial Youth Training Plan of 
the Department of Labour and such privato 


organizations as tho Y.M.9.A and tho Y.W.C.A. 
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Wo boliove wo aro justifiod in asking for 
increased fedoral aid to cducation in ordor to 
holp solve tho problem of unomploymont." 

Then, coming to the noxt part of tho bricf. 

"Wo submit further, that Canadian agriculture, 
agricultural areas, a mattor of national 
concern, would benefit greatly from improved 
oducational facilitios in rural arcas. This 
improvenent will require cxpenditure for highor 
salaries for teachers, botter buildings and 
equipment, and some experiments in the ficld of 
adult cdueation. The problem is particularly acuto 
in rural areas." 
You have already had that presented to you this morning, 
the necd of rural areas for greater financial assistance. 

On page 7 we point out what was pointed. out this 
morning too, and wo necd not labour the point, the 
unequal cducationa] opportunitios in not only rural 

areas but also urban areas. We do not need to 
omphasize that. You have had that matter drawn to 
your attontion already. 

COMMISSION@R DAFOE: How do you propose to adjust 
that? Are you thinking along the lines of contral 
control, the appcintment of teachers as they have them 
in Australia? 

MR.HANNA: No, we are not suggosting that in our 
briof, sir. I do not know that we aro roady for as much 
ential control as that would indicate. As you know, 
there are conflicting opinions, a movement towards 
centralization, and certain opposition to that in the 
province itsolf. The local arcas froquently resent 
the contral control and I think at tho prosont time 
would object to vory much more contral control. 


COMMISSIONER DAFOE: von if thoy got better teachers? 
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MR.HANNA: No, tho local municipalitics would fall 
in line, 1 am confident, if they were convineed that 
increascd contral control would result in botter teachors, 
in bottcr schools. Tho loeal aroas would fall in lino, 
nem confident of that. 

THE CHAIRMAN: at the present time aro not the Ontario 
Govornnont's grants to publie schools bascd in part, 
at loast, on tho qualifications of tho toachor and the 
efficionoy, and tho charactor of the school building, and 
so on? Arc not highor grants made for the more efficiont 
schools? 

MR.HANNA: Yos, to a ecrtain oxtent. I am not 
conversant fully with the basis of the grants, but the 
difforence is, I was going to say, infinitesimal, it is 
not great in any particular ease, and the conditions 
wuld have to be very glaring for any roal difference in 
grants to be made. 

MISS THOMAS : Mr.Chairmam, we are asking chiofly 
that a change be made in the CiviSion of finaneing of 
the costs of education. At prosent the provincial 
government in Ontario does not hear more than fiftcon 
per cent of the costs of education, and in many cases 
a good deal less. If the province or if some central 
government bore about 50% it would result in a much 
bettcr equalized educational system throughout the 
province. 

The policy of the Department of Education of 
Ontario for a number of years has been to de-centralize 
control, the local teacher and the local school is assuming 
a great deal more of the control of education than it 
did in past years. 

THE CHAIRMAN: Has not an effort Deon made by the 


Department of Education to improve both the standard of 
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teaching and tho quality of tho buildings and equipmont 

in schools in rural Ontario by reason of increased grants? 
MR.NOSEWORTHY: That is truc, Mr,Chaixman, 

but this ycoar, for instanco, tho gran ts are inereasod 

considorably, I think wo have about one and a quartor 

Million dollars more than last year, but evon at that 

the grant is such a small part of tho total cost of 

ecucation, that a board finds itsolf much nore financially 

obligated by hiring and paying bettor, high r-priecd 

toachers, putting uw a better building. Whilo it may 

ect a ecrtain fractional inercasc in its governmont 

grant it must, at tho samo time, inercaso its own 


expenditure much more than tho grant is ineroascd. 


( Page 7320 follows ) 
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THE CHAIRMAN; It is not a situation to induce the 
change, is it? 

MR. NOSHWORTHY: That is the whole point, it is not 
large enough at the present time. 

COMMISSIONER DAFOE: You believe that if a larger 
grant was made to the individual school districts, these 
districts would attend to the matter of hiring better 
teachers. 

MR. NOSSEWORTHY: I think that is quite true. I 
think the trustees throughout Ontario, generally speaking 
are very anxious to improve the educational opportunities 
of the rural children. It is because such a huge per- 
centage of the amount has to come out of the farmer's 
pocket by way of direct taxation, that it seems to hurt. 

MR. HANNA: We point this out, if you will notice, 
on page seven, Following the table on page seven, I read: 

“As this table shows, rural Ontario has felt 
the pinch of economic pressure on its schools even 
more tian urban Ontario. Its population is large, 
its financial resources small. 

If these glaring inequalities in educational 
opportunity are to be remedied, two changes are 
desirable in our present system of financing edu- 
cation: 

(a) that the provincial governments bear 4 
much greater share, pessibly fifty per cent of the 
cost of education." 


THE CHAIRMAN: Approximately how much would 50 per 
cent of the total educational cost of the province be? 


How much does the province contribute? 
MR. NOZEWORTHY: Roughly speaking, between $50,000,000 
and 360,000,000, that is for Canaca. 


THE CHAIRMAN: The amount for the province of Ontario 
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would bo what? 

MR. HANNA: Pcrhpas I might find that im the minister's 
report. ; 
THE CHAIRMAN: What I am intcrested in finding out 

is, how much money is involved in your suggestion? 


MR. HANNA: On page eleven of our brief, in the 


anvendix, the amount of money expended for elementary and 


secondary school education is shown. This is by Maxwell 
A. Cameron, Ontario College of Education. The total 
in 1933 was something over $40,000,000, I could not 
say what the amount would be for 1934, “5, or 36. It is 
difficult to get these figures. 

«OMMISSIONER DAFOH: Are the grants included in that 
school expenditure? 

MR. HANNA: Oh yes, that would be the total educaticnal 
expenditure. 

THE CHAIRMAN: It would involve a very large expendi- 
turc by the provincial government to bring it up to 50 
per cent. 

MR. HANNA: It would, there is no doubt about that. 
We state, furthcr, on page seven, that the federal govern 


ment should lend aid in some form so that the provinces 


would be able to afford this greater share of the cost 
of education. 

COMMISSIONER ANGUS: On pags soven, under A, are you 
considering 50 per cent of the prescnt cost of education 
or 50 per cent of the groater cost which would make 
it possible to raise the standard in rural schools? 

MR. HANNA: We would like it to be 50 per cent of 
the greater cost. 


At the bottom of page scoven, we deal with the unfaire 
ness of the prescnt tsystem. Quoting from the brief: 
tThe Fathers of Confoderation in laying down 


the democ:utic basis of socicty in the British 
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"North Amorica Act were considering a society 


J. 


which offorced relatively cqual opportunity to 
all,--a society im which the glaring inequalitiés 
of wealth, charactcristic of the twenticth contury 
had not yet arisen. To-day no such equality 


of opportunity exists, but by a modification of 
the financing of education we may contribute 
 souards tho achievement of the democzatic society 
conceived by the Favnzcrs of Confederation." 
Following this we analyse the method of raising money 
by a tax on real estate and point out why the present 
system in unfair to the taxpayers. There are great 
variations between school sections, evem in one township 
end the variations arcmentioned. In that table on page 
eight. we see that the legislative grants vary from $68, 
to $290. Cowmty grants vary from $7 to $136. It may 
be seen from this how unfair the present system is. 
Under the present system of taxation there is not possible 
an equality of opportunity in the different school sections. 
This is very unfair to the children, as we show on pags 
nine of the brief. In some townships $29.50 per year 
per pupil would be the average cost, while in others 
it would run as high as $76.40. In villages it might run 
as high as $119. It is the feeling of our association 
that there should be a greater equality of opportunity. 
Under the present system of taxation, this inequality 
exists and the teacher suffers because of this present 


taxation arrangement, Salaries as low as those mentioned 


a short time ago by Mr. Rutherford are paid and these are 

giite inadequate to meet the leg* timate needs of a teacher. 
COMMISSIONER ANGUS: If you gave equality of opportunity, 

would not the cost of pupil per year be very much higher 


in rural districts which had a very few pupils than in places 


where the pupils could be easily collected in large schools? 
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MR. HANNA: That might be adjusted, I could not say. 

COMMISSIONER ANGUS: You could never expect the cost 
per pupil to be equal. 

MR. NOSEWORTHY: That is quite right, im any school 
where the number of pupils in attendance is below a fixed 
number the cost per pupil is bound to be higher than if 
those pupils are given the same type of education ina 
larger centre. 

COMMISSIONER ANGUS: One can hardly have both things 
equal. If there is equal opportunity for the pupils, then 
the cost is not equal, If there is equal cost, then 
the opportunity for the pupils would be unequal. 

MR. HANNA: We say, of course, that if there were 


larger administrative units formed in these sections with 
one, two or five pupils that this disparity in the equa.ity 


of education would be minimized. 

COMMISSIONER MacKAY: Do you think a larger adminis- 
trative unit would substantially reduce the cost of edu- 
cation? Given the present educational standards in rural 
areas, if you consolidated the schools into much larger 
administrative units, would it substantially reduce the 
cost? 

MR. HANNA: petpsonbliays I could not answer that question. 
Mr. Noseworthy will give you his experience in a moment. 

The municipality in which he resides has had some experience 
in this connection. I think the main objective should be 
to secure the right type of education and if that is going 


to cost a little more, it will be eeec7%cd if it is worth 
more. Mr. Noseworthy will give you his experience. obtained 


in his own municipality with larger administrative units. 
MR. NOSEWORTHY: I would not want to be placed on 

record to the effect that larger administrative units would 

give 4 substantially reduced cost. However, larger ad- 


ministrative units will give much greater value for the 
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money spent on education than our present small units. 


It is bound to improve the type of education which is 


being given and the improved type will probauly cost as 
much or even more than is being spent at the present time, 


In the township of York, a few years ago, there were 


eleven school boards and now, there is one. There is 


no comparison between the educational opportunities being 
offered by the larger administrative unit and the opportunity 
afforded under the administration of the eleven different 
boards. 

THE CHAIRMAN: Was that a voluntary amalgamation 
under the Act? 

MR. NOSEWORTHY: Yes, it was. All over the Dominion 
wherever such amalgamation has taken place, Berry Creek 
or the Turner Valley as well as other places, the education- 
al opportunities have been improved. It is quite definitely 
established that there is much more education given per 
dollar than is givem under the present small unit system 
I think that has been established in every case in which 
larger units have been tried. 

COMMISSIONER MacKAY: An increase in education without 
any reduction in cost, is that it? 

MR. NOSEWORTHY: Yes, if you were to keep the educational 
opportunity down to what it is at the present time, there 
woulda undoubtedly be a saving, but the primary purpose 
of the larger unit is to afford greater opportunity, not 
primarily to reduce the cost .« 

THE CHAIRMAN:L Thank you very much, Mr. Noseworthyes 

MR. HANNA: We are not really asking for a reduction 
in the expenditure, but that there should be a greater 
expendi ture. 


I continue on page ten under the heading “Education 


and other expenditures": 
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"We recognize that if the demands of education 


which we have outlined in this brief are to be 


met, not only must educational costs be shifted 
fron the municipal to the provincial and federal 
governments, but certain additional expenditures 
must be made." 
On page 16 and 17, it is shown that educational 
expenditures have not increased in the same ratio as 
other municipal expenditures, It would almost seem, sir, 


if I might presume to answer a question that was asked 


of Mr. Rutherford, as if boerds of education should control 
municipal councils. There might be a saving. 


THE CHAIRMAN : There might be greater economies? 

MR. HANNA: That, at any rate, is made clear on page 
fifteen. Other municipal taxes have increased im a greater 
percentage than school taxes. This is in spite of the 
fact that the school population has increased much more 


rapidly than the general population. In the middle of 


page 16 you will notice that the population figures are 
given from 1920 to 1933, for Ontario. 1920 being the 
basic year, the population is represented by 100. It 
increased to 122.9 by 1933. Elementary school enrolmen’ : 
did not increase quite so much. It increased to Laps 
Secondary school enrolment increased from 100 to 228.0. 
There is increasing difficulty, sir, for young people to 
get employment at an early age. More and more, the age 
for entering employment tends to rise, so there is a 
consequent greater demand for local secondary education. 
This is clearly evidenced by the tremendous increase in 
secondary school enrolement. However, in spite of that, 
sir, the figures at the bottom of page fifteen show that 
school taxes did not increase in as great a ratio as 


other municipal taxes. 
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THE CHAIRMAN: That is no doubt largely due to the 
greater increase in the cost of social services. 

MR. HANNA: Undoubtedly it is, sir. The other 
municipal taxes would include many new social services 
and would help to swell that figure to what it is. There 
has been, of course, this tremendous increase in the 
popular demand for secondary education. 

THE CHAIRMAN: There is no doubt about that. 

MR. HANNA: Then we come to page 11 which is the 
summary of our brief. I hope you will pardon me if I 
read this section. 

"In this brief we have requested that the 
Dominion government contribute to cducational 
costs in the provinces preferably by a federal 
subsidy. We have attempted to show: 

(I) that education is a matter of great 
national importance and is recognized as such by 
the governments of the Unitcd States off America 
and of European countries as well as by prominent 
Canadians ; 

(II) that oducation is closely related to 
the problem of unemployment and that the educational 
system should be more closely coordinated by 
means of federal aid with ‘Youth Rehabilitation' 
agencies; 

(III) that farm communities are at present 
receiving inadequate educational opportunities 
and that the whole agricultural industry would 
pencfit by increased expenditure on rural edu- 


cation. 


(IV) that the present system of financing 


education by local taxation on real estate is 


unfair to the municipal taxpayer, the child and the 
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"toachor; 


(V! that educational oxpenditurcs have not 


incroascd in proportion to other municipal and 
province ial expenditures in spite of an increased 
school ecnratlent . and a popular demand for 
higher cducation. 

The experience of the United States proves 
that fedcral asuzistance to education can be 
given without intcrfering with state control of 
educational policy—-" 


I grant you that the federal authority in the United 
States has steadily been taking some of the duties of 
the different states. 


Continuing to quote: 
"the experience of England proves that large 
grants can be made to municipalities without 
destroying municipal autonomy in education." 
In England the central government gives as much as 
50 per cent towards education without endangering the 
local control, 
"We humbly submit to this Royal Commission 
our conviction that the changes in taxation and 


the financing of education recommended in this 


brief are in harmony with national needs and that 
if these changes are made much social conflict will 
be avoided, and national unity promoted." 

I thank you, sir, for the hearing which you have 
accorded to the Teachers of Ontario. 

THE CHAIRMAN: It ie exy interesting brief, and 
deals, undoubtedly, with one of the most important questions 
facing the public to-day. Undoubtedly, at the present 
time, it is very important to maintain the standard of 
education. The problem of provincial and federal 


assistance, you will recognize, presents a very real diffis 
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culty. This brief will be marked as exhibit number 291, 
EXHIBIT NO. 291: Brief of the 


Ontario Teachers'? 
Council, 


THE CHAIRMAN: There has been handed to me a copy 
of, "The financial administration of education in English~ 
speaking countries", This will be filed as exhibit 
number 292, 
EXHIBIT NO. 292: The Financial ad- 
ministration of 


Education in English- 
speaking countries, 


(Page 7330 follows) 
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APPERNOON SESSION 

The Commission resumed at 2.30 p.m, 

THE CHAIRMAN: The next is the Canadian Association 
of Social Workers, The brief will be presented by Mrs. 
Cameron Parker, Miss C. J, Walker, Mr. R. W. Hopper, and 
Mr. M. M. Cohn. Mrs, Parker, 

MRS. PARKER: Mr. Rowell, and Commissioners, this 
Brief is presented by the Ontario members of a national 
organization of social workers, the men and women who are 
professionally employed in social work, This organization 
was organized in 1928, and in Ontario its members are work- 
ing, naturally, chiefly in the four largest cities of the 
Province, but they are also scattered throughout the 
Province in the rural areas as well, There are many things 
we would have liked to cover but we have tried to st&ek to what 
the Commission is, in our opinion, supposed to cover, There- 
fore, the Brief confines itself to demonstrating that an 
adequate standard of living for persons being assisted by 
unemployment relief and social service, should be maintained 
in order to justify the large expenditure involved in this 
service, And secondly, that two essentials connected with 
the administration of these services are, research and ade- 
quate personnel. With your approval, Mr. Chairman, we would 
like to take first from page 8 to the end of the Brief, 
because we feel that the core of our recommendations are in 
these last two sections, on research and personnel, then we 
will endeavour to abbreviate the first part. We think it 
wise to read the last two sections in order to get the full 
picture of the unemployment situation. 

The Dominion Government appointed the Employment 
Commission, and now this Commission, and we feel, therefore, 
that in the same way it would seem to be a sound principle 
to have a continuing body to study changing social conditions 


and to compile facts for reference so that future adjust- 
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ments in the social services might keep pace with moving 
events rather than follow crises; so that there may be a 
sound basis for the maintenance of standards in keeping with 
current needs and for the simplification of the necessary 
administration. 
"Adequate Social Data Not Available: In preparing any 
data on social conditions for presentation to the 
public - ~ whether it be for the purposes of such a 
brief as this or for any Other purposes. we. social 
workers find a complete lack of pertinent statistics, 
correlated evidence and extensive Surveys. Much basic 
material for research is recorded in the files of 
agencies, both public and private, but lacking 
general guidance for a unified purpose it is not now 
readily available for such research. Such co-ordinat= 
ad cate rs hasbeen compiled by social workers is 
limited by the fact that there is no person or 
social agency in Canada able to give full time to 
social research while engaged in their present occu- 
pations,* 

The National Council of Research perhaps comes the 
nearest to it, but it is not in the field that we mean by 
social service, and what actually happens as a result of 
the policies of relief and the social services, 

"Certain statements which might arise from 
presentations in this brief, would express the con- 
victions of Ontario social workers generally. Such 
statements lack conclusive support, yet all would 
come within the range of legitimate research on 
social questions," 

Then we have given some examples of what we consider 
Suitable fields of research, or the things which we would 
consider axiomatic, and yet, without research, we cannot 


prove them. For example we consider that; 
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"(1) There are higher public costs from hospital 
care, relief for unemployables, and child pro- 
tection arising from families who live below 
a recognized minimum level than from families 
who live above this level, 

(2) Families whose income is below a recognized 
minimum level cannot maintain a static, if 
low, level but assume an ever lower level," 

That is, they do not seem to remain where we can find 
them, but they continue to go downhill because on a low 
wage they cannot keep up to what they previously were. I 
will mention that later, 

mS) The social and financial cost to the state of 

permitting a transient group to be available 
to industry for seasonal employment is out of 
all proportion to the benefits which accrue 
to industry thereby, 

(4) Certain special social cases involving such 
matters as illegitimacy, physical and mental 
defectiveness, cannot be treated under rul- 
ings for normal cases, without ultimate costs 
for institutional care arising," 

That is, we realize the Public Departments have to have 
definite regulations, but these things that do not fit in 
with those regulations, unless there is provision for in- 
dividual consideration for them, we feel that the cost is 
going to be higher; they are going to be neglected and they 
are going to mean.very high ultimate costs, And one thing 
we would like to include in that is the employment service, 
We consider that there is not at the present time that in- 
dividual approach in the employment service, or the co- 
ordination of social work and employment service which make 
it possible for you to solve one after another of the 


difficult cases where employment and social service meet. 
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THE CHAIRMAN: That is, in the case of where unemploy- 
ment relicf is granted you suggest that there is not ade- 
quate study of the conditions of each family? 

MRS. PARKER; Yes, There is one very brief story 
which perhaps illustrates this; it is not within the last 
few years, but it is the best one to illustrate it. On 
relief here in Toronto there was a study made of some people 
who had been on relief for quite a number of years. There 
was one man who was employed as a worker on an elevator, 
because he had had a paralysis that made one side partially 
paralized, and he could not do his ordinary work, — he had 
been a postman delivering letters. He was therefore earn- 
ing only $8.00 per week, Then he got continuous relief for 
three or four years, A study was made of that case, and 
one of the natural things we did was to go back to his form- 
er employment, When we went to the Post Office it was 
found that that man had simply dropped out of their know- 
ledge, and the Post Office authorities said that he was one 
of the best men they ever had, and that they could use him 
immediately as a sorter within the Post Office. Within 
three days he stepped up from an $8.00 per week wage with 
relief, and living at a relief level, with his whole family, 
to $24.00 per week wage. I grant you there are few such 
examples as that, but it is that sort of study , of one 
case after another, that will solve things, if we can get 
a combination of the employment service with the social work 
However, these are just things that we feel should come 
under researche 

#(5) The cost of care for indigent persons in 
hospitals and sanitaria; of delinquents in 
reform schools and penal institutions; of re- 
lief for families broken by death or desert- 
jon, will be greater for families living 


under inadequate housing conditions than for 
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families suitably housed.” 

It may be if we do get research in some of these 
things we will find we are wrong, but I am sure we would 
be the first ones to be properly informed and to be working 
on sound lines, 

"In view of the importance to national wed- 
fare of agriculture and industry, it has been found 
wise to establish adecuate research facilities for 
questions connected with agriculture and industry, 
In view of the importance to national welfare of 
all the people of Canada it woud also seem wise to 
establish adequate research facilities for the study 
of social questions which affect these people," 

We feel that there are certain principles in social 
work which would be proven by research, which would defin- 
itely bring up the quality of our people in Canada, - 
if we could prove our points and have the Government make 
investments along the lines that such research would 
prove. We feel a great deal is being invested in medical 
research, and very wisely, and yet we are neglecting the 
whole field of social research and spending such extraord- 
inary amounts annually in recent years, without a sound 
basis. 

"Therefore it is submitted: 

That as expenditures for relief and social 
services are among the highest responsibilities of 
the governments, it would be in the interest of 
efficiency and economy to have all action in these 
matters preceded by a thorough knowledge of the 
conditions involving these expenditures; therefore 
the Dominion government would be well-advised to 
establish a Bureau of Social Research to be avail- 
able for the study of all social matter:, Sucha 


Bureau might be established as a division of the 
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"National Research Council tmless a better place 
could be found for it,” 

We think that the first thing a Bureau would need 
would be statistics: We would like also to make the point 
that such a Bureau would be useless unless headed by the 
ri.at people, I think that there is a tendency to feel 
that University graduates, post-graduate students, can do 
certain research, Perhaps they can, under direction, but 
we think such a bureau would require the direction of a 
person who had had a great deal of experience in actual 
social work, or they would not see what was involved in it. 

THE CHAIRMAN: I am afraid that problem will not be 
submitted to us, Mrs. Parker. 

MRS. PARKER: I wish it were, Mr. Chairman; I would 
aye 6 lot of hope for it, 

COMMISSIONER MacKAY: If I may ask a question, please; 
do you think that the method of centralizing research, 
which is largely followed by the National Research Council, 
would be suitable for research in the social welfare field? 
Or would it be preferable to subsidize research in the 
Provinces or in the Municipalities or in Universities? 

MRS. PARKER: Well, I think it might be both. TI think 
our feeling is that it should start as a national matter, 
to get a breaking in on it. Am TI correct in saying, for 
example, in the production of wheat they have worked all 
over the country in the different places, on experimental 
farms, and I would think the same would apply in this, that 
you should use your facilities all over, - your voluntary 
work and provincial work, and so on, — all over the differen 
places in Canada, I should think that should be started 
with Dominion headquarters and I think probably you would 
find the Universities very glad to co-operate with you, 
Does that answer your question? 


COMMISSIONER MacKAY, Yes, thank you, 
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MRS. PARKER: Then the next paragraph, under 
personnel, 

"All public services must be controlled by speci- 
fic regulations and yet be adjustable to circumstances 
which will vary in different parts of the country, The 
elasticity allowed must be controlled with due regard 
for general good and individual needs if the services 
are to be satisfactory both to those who provide the 
services and those who benefit by them. Therefore, 
adequate administration is essential, 

Because the object of social services is to alleviate 
personal distress and solve human problems, the 
direction of such services should be by persons 
skilled in understanding human relationships. Such 
understanding arises from the application of a method 
in dealing with these reletionships, developed through 
the years by persons engaged in this delicate and 
intricate work, The method is taught and the 
practical skill acquired through special and intensive 
training, 

There are various grades and types of work in 
carrying on the social services and each grade and 
type should call for particular qualifications and 
personnel in keeping with these qualifications, 
Official requirements in these matters should 
be made superior to local or any other 
influence, " 

In other words, we feel that those principles which would be 
applicable in a business organization would be applicable 


here. One would never put in a business organization a young 
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inexperienced person who has never been enga,‘ed in that 
type of work; you expect them to have some training, and 
expect them to prove their ability in the various depart- 
ments of that store, or whatever business it may be, They 
must have training in order to secure understanding and 
experience. There are other places that junior people can 
"ye oe 
"Social workers, qualified for their particular 
work, are already in the field. Others are being 
trained in schools of Social Work associated direct- 
ly or indirectly with universities in the Dominion 
with a definite view to being ready as Canadian 

Society realizes the need for them. These facilities 

can be expanded and it has been demonstrated that an 

adequate number of competent people can be attracted 
to qualify themselves if there is reasonable assur- 
ance of openings for them, 

Therefore, it is submitted: 

(a) That the Federal government shoulda adopt the 
principle of trained personnel in its own de- 
partments in all social services and in similar 
departments in all subsidiary units. 

(b) That this principle should be gradually put into 
practice within a definite number of years." 

We would like to amplify that very much, because we 
have a lot of ideas on that subject. We think possibly one 
of the first points in time is the drawing up of some plan 
of how rapidly such a trained personnel could be brought 
into the social service, and that it would be constructive 
if some such thing as a five year or six year plan could be 
worked out, demanding certain things this year and certain 
things next year, and so on, and with ieee sed a Dominion 
committee along that line, to work that out,/would be one of 


the first moves, if we were directing the Government, - which 


ob bjeey oh anne eens dan ott Haring Be 
Sy arm wrgk Wvue of aust Jongee Hoye 
? b aids ey mt a) yr tide ines overey BS: 
pio = yeni oh eshorane Laver tw Se wean. 2 
gt bra gnibansyvec p wTpre of tobi OF get enre, bol 
Bae Sitoeg thle! fecr @enelc Yodo sre Stent .doaet 


- 


“aivotv<nd tied? 923 i@)t: - ereaow Letogg? 


aiied sit2 erode) Bfé tt yigetle eis ,asan > 
—S9etif Bersisoten 3 Ea sloonog al Bengete . 
mpiateo et? al eel leter ijtw ylzoe tiger ge, ge 
a patiscs® en Yoaet ycic-’ voly otiniteh« sé2m : 


mBelviifoa? eteaqT «meds To? it mecifoes Wefoor” = 


iP sats wa aT SAaORE ; S St) . ° a Be Tj AG ev Ge v 
SS3GE Tin ec nan s.fagosg Jiro: n % iure sewpebe 
—tve > a(y -iileep og 
‘ +) ro Isc 93304 
i 
ro ieisi. 


e rif vir ri iss I Sf Pivone ‘ 1% { > 4 thitT (d) 
"267% 7% ; point le 3 Tc 


‘3 @ Gove cibiges wod . 
view Intoos ont odf 

gitids dows smon 

treo gnfhesneb .¢uo Bade 
et tase txen eget 

: thd! saole eetelem 
oto of 32 even Serat ‘as 


7338 


of course, we are not. And we think that possibly if such 
a committee were formed that the Canadian Association and 
the schools of social work should be able to give valuable 
assistance to the Government, - as to what it is possible 
to do in certain times, how fast you can train certain . 
people, what is suitable education, and things like that, 

THE CHAIRMAN: To what extent is training now being 
carried on of personnel in the different provinces in 
Canada, at the Universities or elsewhere? 

MRS. PARKER: There are three schools, Mr. Chairman, 
in Canada at present; one in Montreal, which is linked with 
the University of McGill; one in Toronto, which is a part 
of the University; and one in Vancouver which is also 
affiliated with the University. I believe there is hope 
of establishing one in Winnipeg, but not immediately. There 
is need of one there, I think, 

"(c) That trained personnel should be used at once 

So far as available, particularly in positions 
as supervisors of staff," 

We have seen that tried out here in Ontario, and we 
are quite convinced that even if the available personnel 
were used in a position where they would have some chance 
of imparting the knowledge they have tountrainedpeople, that 
that would be a big step, and one that could be done 
immediately. 

"(d) That the maintenance of standards in personnel 
should be definitely linked, as in the 
maintenance of standards in other elements 
of the services, with financial assistance to 
be received from the superior governments," 

In other words, that Dominion Government assistance could 
be conditional upon the smaller units coming up to certain 
standards, —- that the man who pays the piper surely has 


the right to call the tune, 
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"Through all the submissions in this brief there 
is implied greater Federal control with, of course, 
allowence for provincial and municipal differences, 
It is realized that this requires revision of the 
British North Americe Act and it is submitted that 
this is essential for efficient administration, 

Until such revision should take PLACe.« 1 beigs 
submitted that the Federal government must take 
leadership in the working out of policies and 
setting of standards: that even under present limi- 
tations much can be done, Such control by higher 
authority can be worked out by a system of grants- 
in-aid," 

We have seen that worked out in Toronto and in the 
Province of Ontario with a great deal of success, where 
municipalities and agencies have lived up to certain 
standards, and have been helped by increased grants in aid, 
We know that it has worked out very successfully, and we 
do not see why it should not be applied on a national basis, 

Then to go back to the first part of the report, Mrs 
Cheirman, I will endeavour to give you the page from which 
I am reading, but we are endeavouring to go through it 
rather quickly, As a profession, we are working more than 
any other profession with the people who are in receipt. of 
relief and the social services, Perhaps we, more than any 
others, should be able to give to the Commission a picture 
of the point of view of those people. As a group. they are 
inarticulate and cannot speak for themselves, although per- 
haps some of them do speak rather one-sidedly. But we are 
from day to day in touch with them, and the reason we have 
given such detail in the first part of this brief has been 
in an effort to give you an idea of how this free service 
affects those people, and what the result is on those 


people of cumbersome machinery and regulations, which we 
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often think stupid, and of industrial employment policies 
that do hit very hard on certain groups with whomwe deal, 
And because the profession is increasingly composed of 
persons trained in scientific methods we feel so often that 
we are treating results rather than causes, and results 
often wrongly loaded on social services, which we feel be- 
long on industry or the Government; such things as short 
working perids in some of the industries resulting in long 
periods of unemployment, and we feel that that surely should 
be the responsibility of the Government and industries to 
adjust, rather than the social services, We also feel that 
the ultimate costs are so much higher than if we dealt with 
the thing from the point of view of prevention, and also, 

we are very restive under our inability to prove these 
points. We consider that in many instances there is an 
absolute waste of good tax money on patching up things which 
we think could be prevented, - even things that the taxpayer 
and the ordinary City Council think are costly, - we feel 
that if we had research to prove it we are convinced it would 
be cheaper in the long run than by spending the great amounts 
we do spend without getting at the causes, 

As we cannot submit figures, we asked the members of 
our Association to send in stetements as to the way they 
felt, and they have submitted quite a number of stories 
jllustrating the points, and these stories are available if 
they are of any use to the Commission. We did not include 
them in our brief because they are stories of real people, 
and confidential material which should not be published, 
However, they are available to you if you wish to have them, 

On page 1 we have dealt very briefly on certain points 
in the Ontario Government's Regulations. I imagine most of 
those are familiar to the Commission, and I will not read 
them, The things that are relevant to the questions which 


we bring up from here on, are these points, stated very 
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briefly: 1. That the distribution of costs in Ontario 
leaves approximately 25% to the municipality, and 75% to the 
two Governments, Administration cost is all on the local 
municipality; and we refer to that later, Then on the food 
standards, you are no doubt familiar with the food standard 
that is recommended by the Ontario Government, by what t hey 
call the Campbell Report, plus 25%, We feel it is signifi- 
cant because in the first place, it is a recommended 
standard, it is nota regulation, - it is recommended, And 
in the second place, that i% is considered a maximum. The 
Government does not pay higher than that rate, therefore the 
municipalities are apt to look on that as rather a luxurious 
and sufficient rate, The same is true of shelter, the 
Ontario Government limiting its contribution but not insist- 
ing that that be paid in any way; it is looked on, again, as 
a maximum, The result of this is, starting at the top of 
page 2, that there are extraordinary valuations in different 
parts of Ontario in the standard of relief given. 

THE CHAIRMAN; Of course, you will understand as a 
Commission we cannot enter into any consideration of the 
standards, and the variability of the standards. All that we 
as a Commission can consider is whether unemployment relief 
Should be dealt with wholly as a Federal responsibility or 
partly Federal and partly Provincial, - relieving the 
municipality, or dealt with as it is at prevent, a measure 
of the responsibility resting on each, We are only concern- 
ed with the principle. 

MRS, PARKER: Yes, Mr. Chairman, I think you will find 
we are working towards that, if we may ask your patience, 
We want to give you, as far as we can, the effect at the 
present time, and we feel that we are working towards giving 
our suggestions as to how a different arrangement might be 
better, if that is ali right. _ 

THE CHAIRMAN: Thank you, 
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MRS. PARKER: Under the present system, therefore, the 
variation in Ontario in 1936, and 1937, was that four 
municipalities gave slightly more than the Campbell Report 
allowance, plus 25%; 19 gave approximately the Campbell Re- 
port allowance, plus 25%; 29 gawe the Campbell Report allow- 
ance without the 2 5%; and 26 gave even less than the 
Campbell Report allowance itself, And that does not include 
the rural districts, where we find that some of the rural 
allowances are extraordinarily low. We realize you must 
take into consideration what they grow and raise themselves, 
but even so we know of a great deal of hardship. 

The Ontario Medical Association in 1936, after con- 
siderable study, declared that a family of five required a 
minimum food allowance to maintain health of $8,27 per 
week, The Campbell Report, plus 25%, allows for the same 
family only $6.25, - almost $2.00 a week below what the 
Medical Association thinks is necessary. So that when you 
consider most of the municipalities are below that, it is 
pretty bad. The reasons I think are two, In the first 
place, although they are only paying 25%, they are saving a 
certain amount of money by keeping it lower, Perhaps the 
more important reason is, it is related to the wage scale 
in those various municipalities, and in those little 
rural places the wage scale is undoubtedly very low. They 
have a feeling that the relief scale must be below that 
again, Another effect of these limitations is that there 
is a large variation between the cities and the townships 
adjoining them, - like Toronto and York Township, London 
and Westminster Township, - where there are people living 
under practically the same conditions with the same cost of 
housing and food, and so on, and yet the municipalities 
and the townships vary very definitely, Then there are os 
consistencies, such as a family of five may be 11% below 


what is considered a fair amount, and another family of 
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ten almost 16% below, which seems a little hard to under- 
stand, We have a good deal of malnutrition among people 
on relief, We know you cannot state that that is due to 
relief, because there are so many other causes which might 
come into it, like poor management, and discouragement, and 
things of that type. But the fact remains, there is a 
great deal of malnutrition among the people on relief, and 
the one answer to malnutrition is, adequate food, 

To read again from page 2, at the bottom, and the top 
of page 3: 

"It is believed that sooner or later the tax- 
payer pays more for the after-effects of poverty 
in others than he would pay for adequate care in 
the beginning. Disease and organic troubles 
flourish and medical and hospital costs soar when 
conditions of malnutrition prevail, Social work- 
ers believe that costs of hospital care, cost of 
relief for unemployables, cost for the care of 
children destitute through loss of their natural 
guardians and other costs which fall upon the tax- 
payer can be traced back to an inadequate standard 
of living as one of the causes of these undesirable 
conditions, 

Therefore, it is submitted: 

(a) That inasmuch as it is the desire of the Pro- 
vincial government to insure for the destitute 
people of Ontario the necessities of life, 
steps should be taken to make this assistance 
available to all who require it by setting a 
reasonable minimum standard of relief controlled 
by provincial government regulations, 

(b) That governments (federal, to provincial, to 
municipal) should not only make assistance de- 


pendent upon the maintenance of standards but 
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“should retain power to insist On such standards," 

Even if the municipality is paying for the administrat- 
ion the Federal Government has a tremendous stake in 1c, 
in their investment that they are putting into it, and they 
should eee utes to insist on proper standards, 

"(c) That the administration of relief should be in 
the hands of staff members capable of intelli- 
gent regard for officiel regulations and the 
interests of the general public, and also 
capable of using discretionary powers in meet— 
ing special circumstances in individual cases," 

The low income group, as shown on page 3, concerns 
social workers perhaps more than those on meime tis By low- 
income families is meant those earning less than $900.00 per 
year. JI will not read this statement, but the minimum 
budget set up by the Visiting Homemakers! Association of 
Toronto is shown here, and it estimates that $24.00 per week 
is about the least on which you can maintain adequate living 
standards in the City of Toronto, for a family of five, 

Then in regard to the types of low-income families, - 
this is from the stories submitted to us, - this group is 
composed of four types, of which the last two we think are 
particularly the responsibility of the Government. The first 
one is the person who is in receipt of an adequate wage for 
only part of the year, The story there submitted is that of 
a civic employee earning $28.80 per week, but for seven 
months in the year only, which brings his wages down to an 
average weekly income of $17.17, with which to care for a 
large family, The second one is in regard to the low wage 
of a full-time worker, The story there is in regard toa 
former western farmer who came down here and is now working 
at $15.00 per week, and the family comprises two adults and 
six children under sixteen. We have quite a number of stories 


concerning families of nine children, where the wage paid 
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is ~9.23 a week; a garage worker, with six children working 
for 12.00 a week, and so on, The third group is the War 
Veteran Group, - those living on a Government allowance, 
which is certainly below the standard of living. The 
fourth group is that of those receiving the Mothers! Allow- 
ance. The Motherst Allowance, of course,was intended 
originally to be supplementary. To-day there is very little 
chance of them earning any supplementary wage, and you 

find these people all over the country endeavouring to live 
on this Mothers’ Allowance. The story that is submitted 

in this case tells of the difficulties which are encounter- 
ed by that one family, and that is used as an illustration. 

While the people in group 3 and 4 do not make up as 
large an number as those in the first two, yet they are 
more significant, from the Government point of view, be- 
cause I think they are a direct Government responsibility, 
On page 4 there is an example of a War Veteran getting 
~60.00 a month allowance where there has been a history of 
tuberculosis, and consequently, it is very serious for those 
five children who have been exposed to T.B., and living on 
that allowance, 

COMMISSIONER ANGUS: In all these examples the number 
of children is distinctly large. Is the moral or the con- 
elusion that there should be in those cases some supplementary 
amount for the larger family? 

MRS. PARKER: I think there should be some plan for 
it, We feel that if we do not plan to give them proper 
food, we will pay for it toa greater extent through 
hospitalization. If that man who has T.B, cannot work, 
we think there should be some plan of supplementing his 
income, - not out of any particular humanitarian view, but 
as an investment, because we do not want to pay the larger 
hospitalization costs, - although we must not lose sight 


of the humanitarian viewpoint, Then in regard to the 
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Mothers' Allowance, if industrial conditions are such that 
they cannot get work I think we are wasting the money we 
are putting into it, to some extent, if we only give them 
half a living, and keep them in poor health, 

COMMISSIONER ANGUS: I suppose it is fairly frequent 
that the relief paidto afamily with a large number of 
children may be larger than the wage or pension or other 
income? 

MRS. PARKER: I believe there are a great many 
instances of it, One of the things we have a great deal 
of trouble with is to allow relief to Mothers! Allowance 


cases, - supplementary, 


(Page 7353 to follow) 
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Under relief policies with this low income the 
men who are working on their own may get relief, that is 
the man who is engaged in hunting, fishing or in work on 
his own, it rests a great deal with the administrator. 

One group that is in frequent difficulties is the ones 

who are classified as conducting business of their own. 

That is, if they employ one helper, even though it might 

be one of their own family helping, they may be automatical ly 
refused relief for the rest of the year. Now, we are 

very cognizant of the difficultics of checking up that 
income, we know all about it, but at the same time we 

realize the ones that are frauds get a lot more publicity 
than the ones we know where there is a real hardship 

because of the refusal of that sort of thing. 

The budgeting of the temporary incomes is a matter of 
scrious concern to us. It used to be that they were budgeted 
in conformity with the Labour Gazette Standards. That is 
if aman was working for four months say, his legitimate 
expenditure during that time was gauged by the Gazette 
Standard, and therefore the amount he had earned was 
possibly supposed to carry him say one month past the time 
he had worked. But for the man's carnings to be budgeted 
according to the relief standard it would mean he would 
probably carry on for two months beyond that, and we submit 
there is no incentive for that man to work if his working 
time, his living, should be budgeted on the rolief 
Standard, and we bolieve it should be on the Gazette 
Standard, that should be the relief standard that was 
general. 

We also find in case after casc that we mention 
under research that the progress is downhill, they never 
stay static on thosc low income grados. Their furniture 


wears out, their endurance wears out, cvorything wears out 
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and they bocomo incroasingly lower in thoir standard of 
living and in thoir ambition and hoalth. 

On pago 5 our submissions in that rospect are 

(1) "That wages should be fairly calculated so 

that it is to the advantage of tho unomployod 
to sceck and acecopt cmployment, rather than 
that "unemployment aid should be fairly 
calculated sa that it will be to tho advantage 
of the unemployed to scck and aecopt omploymont." 
I think the reading of that docs not scem to be clear 
there, but in other words we fecl the wage level should 
be right rather than that rolief should be put below 
an inadequate wage and the emphasis should be put om 
a fair wage. 

THE CHAIRMAN: That is an important point but 
unfortunately or fortunately this commission has nd 
jurisdiction to pass upon that. 

MRS. PARKER: Mr.Chairman, is thero any hope of 
jurisdiction on the quostion of minimum wagc? 

THE CHAIRMAN: No, all we could say about a minimum 
wage is this: Whothcr in our view the power which is 
now possessed by the Provinces should be transferred to 
the Dominion to fix a minimum wage. That is the full 
scope of‘our jurisdiction. Wo have had representations 
made to us that it should be transforred to the Dominion. 
We have had other representations that it should remain 
wherc it is. Wo have no right to express an opinion on 
the merits of a minimum wago? 

MRS. PARKER: I think our focling on a lot of that 
is that thoro would be more hopo of uniform standards 
between the provineos if thoy wore national. Also we 
appreciato in this connection the Dominion offort thoro 


has been in tho prosceution of low wages. Woe foel that is 
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& vory constructive inf?.ucneco, although in some easos 
it has made it difficult,too. 

4nd thon the employment sorvice and thoir attitude 
we think should be a Dominion intcrost, bocause that is 
one of the solutions we think of a lot of these low wagos, 
and if wo have a chance to mako a ecarciul study as to 
whether there is some place whore a man could work or 
some othor place or job of am adequate type, that that 
cua mect a lot of the difficulty in this case. 


The submissions thore, to follow through on page 


(B) "That official rogulations should provide for 
such standards of maintenance within Public 
Assistance that the purposcs of the services be 
assured and that such regulations should permit 

a degree of flexibility to allow for individual 

differences in ecasess" 

In order to retain the welfare of the pensioners conccrned, 
that refcrs to these two pensions we have already 
mentioned. 

(c) “" That diserction in allowing adjustmonts in 
the gconcral afficial policy be allocated to 
suitable persons; such persons to be chosen 
not only as suitable civil servants but 
because they will bc capable of guiding 
indigent families and persons in the nocessary 
adjustnucnts of their personal affairs and of 
securing community co-operation towards the 
ultimate welfare of the families and individuals." 

The discretion refers to so many cases whcre wo think 
thorc is noed of it. For instanco m«. of the stories sent 
in was that of a young mother who had had three babies 


within four years. The ordinary food allowance would not 
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koop that woman in propor hoalth. There should bo 
discrotion in stocking hor up with food or clsc it may 
be a @asc of losing the mother or paying hospital bills. 
Another case that was sont in was that of a woman 
with six children all with diabotic conditions, and no 
provision would moct that unless there were powers of 
flexibility. 
On non-residents, the ordcr-in-council of August, 
1937 in Ontario defines residence qualifications. Ontario 
has hoped to simplify it by adding that regulation of 
éugust,1937, but unfortunately, it is not characterizod 
by simplicity in the problem itself. 
"Pre-supposing a perfectly docile family, there 
“can be sueh difficulties as the following: 
One municipality will decide that a family 
properly belongs clsewhere and will transport 
it aecordingly. The second municipality will 
prove that this was an error." And will transport 
it back. "Nogotiations consume time until 
munieipality number ome agrecs to reccive the 
family but declines to advance the return fare. 
Again, a municipality will find a non-resident 
family in necd of relief but may decide that it 
was reasonablc for this family to come in and to 
wish to stay. The municipality may be willing to 
ive reliel for the required timo, According to 
regulations, but the second municipality will 
not consent to mect the rcolief standards of number 
one, and henes, if it is to be responsible for 
relief, it demands that the family return to its 
original home. Pending docisions, of course, the 
family has no status and a precarious existence. 


Temporary public or private aid may bc secured 
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and cortain tomporamonts may acquiro a tasto 
for change and travel. Thoro secms to be no 
other outcome for the creaking of official 
machinory." 

In this non-residents, we foel that fomilios have 
rcasons for changes. They may want to gct hospital carc, 
they may havo morc hope of work, more hope of opportunitics 
with a change, or there may be broken homes where there 
are relatives in the second municipality. But to none 
of these docs that non-residence qualitica%ion give an 
answor. Thero are lots of minor things, like young un- 
married mothers question which is very difficult of 
administration under the non-rosident? qualification. 
In Toronto there were 300 of these cases doalt with by 
private agency. Wo fcel the private agency caught most 
of that expense because they wore.not residents and they 
come to a larger city. As far as the ones made wards 
gO, they are not chargcable against the municipality if 
they aro non- resident. Tho thildren's Protection Act is 
drawn so as to protect that very carefully and charge 
back to the municipality where the last twelve months 
continuous rosidenco cxisted. And wo feel that the 
Children's Protection Act docs protect the taxpayer of 
cach municipality in that regard, but the care of the 
mother herself, the caso work on it, has beon of a 
voluntary agency problem and is quite a serious ono. 

Then, the transients are a worry to us all. 

The National Employment Commission has said that our 
System necds vigorous and mohilo labour, and they have 
supplied figures that 50% of those aro residents of tho 
Dominion and 75% of them are residents of the province, 
but wo do not know how many of thom arc immigrants. Wo 


think that they aro not a social sorvicc responsibility 
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aftor all, they are a product of tho conditions wo have 
in industry. And wo wowld like to put in our word for 
uncmployment insurance and for that unomployment insurancc 
boing workcd out on some such basis as wo havo in 
Workmen's Compensation. The Workmen's Compensation in 
Ontario, which the industry thought was going to be 
terrible when it came in, has scttled down whoro wo hear 
worry little complaint of it, and yet it has proved an 
incentive to the industry putting in safcty measures. 
it has made tho rate high for the ones which havo accidents, 
it has madc the ratc low for thc ones that do not. 
And we fcel there is a principle that has worked out 
successfully that necds to be applicd on a national 
basis to unemployment insurance and it should be our 
way of so..7ing thom, rather than blame thom on social 
services and treating them as indigents. If we move 
them from place to place there should be a plan for 
giving them work the year round. 
On intcr-provineial transients on page 7, I may 
read a little bit there, and our recommondations. 
"The different policies and practices prevailing 
in dcaling with provincial non-residents ercate 
all the social problems connected with similar 
Situations locally and have the added dis- 
advantage of being more expensive. Adcquate 
investigation before a family is transported 
would save official timc and public monoy in 
both provinces. There is usually little corres- 
pondcnece before the move but a good deal afterwards. 
In the meantime the family is as other families 
without a fixod status. 
There is no information available as to how 
large a number of people are involved in such 
cascs," that is non-rosidonts, "but the 


expenditure of time and monoy (public and privates) 
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connected with onc case is usually alarming 
enough. 
Thoreforo it is submitted: 
(1) That tho qualification for Public Aid", that 
is ponsions and public rolief such as uncomployment 
"Should be removed from Municipal residcnco and 
a basis be found in terms of Dominion citizen- 
ship. 
(2) That the higher governments requisition 
the assistance of commerco and industry 
in devising arrangements which will 
insure that business entcrprises makoc ycar- 
round provision for thoir esscntial quotas 
of cmployccs. 

(3) That it is in tho interest of the efficient 
administration of public oxpenditures for 
uncmploymont relicf and the social serviccs 
that uniform principlcs be adopted by the 
provinecs so that their policics may be 
corrclated. 

(4) That the highest unit of administrative 
authority should bo vested in the Fedcral 
government and that Foderal, Provincial 
and Municipal units should be directly 
responsible to the superior unit." 

Then our last point that we wish to tako up with 
y Ou, Mr.Chairman, is the one of housing. That is on 
page 7, and we won't read exccpt the last submission. 
Health Departments all ovor the province have plenty 
of instanees of houses that thoy cannot condomn because 
therc is no place clso for thom to go, thoy are just 
on the bordcrline of condomnation, and thoro is plcnty 


of cvidonec from health authoritics as to the effect on 
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people of living in those houses. Wo want to point out 
that that belongs not only to tho cltias, cut to the 
suburban areas, the pcople living in shacks with large 
familios,are often in just as sorious condition. 
The things that do concorn the Governneont policy in 
that arc the rental relief policios. Thoy have a vory 
definito relationto tho situation. Repairs are always 
very diroectly related to the rontal that can bo DaLa, 
and where the rental that can be Patd on relist is just 
twics the taxos, it mcans that the progress of the 
relicf familics has becn steadily downhill. If a family 
that lives ina fairly g00d district goés on relicf they 
find they cannot pay the rent of that house. “ho other 
altcrnative is to bring in another femily with then. 
The landlord owning a house in a good district will not 
permit that. Therefore they heve to move to a lower 
type district and they group with another family and 
Still they find they cannot maintain that house again 
and they move down and down into worse houses until 
they got to the one where the landlord has en old housc 
on a rather valuable property, and gcts a Peano dy Mae, 
rent because of the standard of rcolicf ront being twicc 
the taxcos, and with no scruples about over-crowding, 
thore are two or threc families in a houso MGanG Lor ono. 
and so on. So it is contributing directly to that 
condition. 

We consider tho necd of housing is necessarily 
a governmcnt considcration, becausc it is not financially 
profitable. It is the lowest income which ncods it and 
Which is suffering and it could novcr bo profitable as a 
private venture. Aftcr all, wo aro tax-payers too and 
have that point of vicw, and wo think that research will 


show that that is ono of the things whore our ccononios 
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aro unwisc, that wo arc going to pay in the ond in 
hospital costs more than it would cost us in outlay for 
housing. J know that your municipal voters do not sco 
that as a rulc, but I think when you scc the results of 
it you are pretty sure of it. 
Then, to road from pago 8: 
"Social workers have imumorablc oxamples on 
file of over-crowded homes driving young people 
to the strects and strange placcs whore the 
strects lead thom; accidcnts to young children 
in strect-play; an unwholosome knowlcdgc of life 
destroying all finor scnsibilitics as tho 
result of ovcr-crowded conditions. 

As tho houses decay, and the family status 
gocs down, the cumulative offcect on the community 
goos up- Relicf and scrvices, courts, hospitals 
and institutions try vainly to treat after 
cffeets and mect inereasing domands. 

Whilo admitting that a governmont housing 
project of the type rcquircd would bo financially 
non-productive in the first instance, it would 
bring some financial returns in the part it would 
play in cstablishing industry and in reducing 
the costs of unomployment reliof and other social 
scrviccs. 

Therefore it is submitted: 

That as an essential part in any plan for 
decreasing the demands for the social servicos, 
by ercating an adequate st ndard of living for 
those who must havc public assistance, by 
ereating somo work for those now on Unemployment 
Relief, thc highor govornmcnts should tako stops 


to provide adcquate low-cost housing, of a typo 
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availablo to tho lowcost incomo group of citizons." 

COMMISSIONER DAFOH: You uso the word in its plural 
senso. Do you think thorco should bo co-oporation botwocn 
the provincial and Dominion govornmonts? 

MRS.PARKER: I think porhaps, Mr.Dafoc, that that is. 
beyond our jurisdiction or our knowlodge to say, but wo 
do realize that when it comes up as 4 municipal cffort 
therc is a short-sightcd vicw on it. 

COMMISSIONER DAFOE: You fcel it should not be 
a municipal rosponsibility? 

MRS. PARKER: But we don't fool it will ovor got to 
first base as a municipal viewpoint, and it is a larger 
problon. 

Wo are vory grateful to you, Mr.Chairman,for this 
hearing. 

THE CHAIRMAN: Thank you. It is a very intorcsting 
and important question you have brought before us, and 
so far as it falls within our jurisdiction wo will givo 
it careful consideration. : 

MRS.PARKER: 1 am sorry if you fccl we havo gone out- 
Side your jurisdiction. 

THE CHAIRMAN: You have becn illustrating no doubt, 
as you say, the reasonS why you reach ccrtain conelusions. 
MRS. PARKER; We fclt that wo wanted to give you 
really, if we could, what cffcets we sco of tho present 

arrangemcnt. 

COMMISSIONER ANGUS: Do you considor it is short- 
Sightcd in the long run for municipalitics to tax: 
low-cost housing? Do you think if tho low-cost housing 
of adcquatc quality wore tax ocxempt or taxed at a low 
rate - of courso in Toronto it is taxed at a low rate - 
if that wore more widosproad thit that would holp? 

MRS. PARKER: I should think it would. I think again 
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that is hardly within our jurisdiction, that wo would 
not cortainly bo considorcd authoritics on tho mattor. 
Wc do fool that that might fill tho munieipal quostion 
of providing it without tho additional cost to tho land 
owner, which makos it prohibitivo for him to givo low 
ratos. 

COMMISSIONER ANGUS: I raisod that qucstion bocausce 
that would porhips bo more within the torms of our 
refcrenec than tho other questions. 

MRS.PARKER: 1 think anything that would make it 
feasiblc to got good houses at 2 low rate would bo a 
good thing. 

COMMISSIONER MacKAY; One gonoral question, Mrs.Parkcr: 
Do you think the prosent system of administration of 
relicf by municipal authoritics is rolatively officicnt, 
or would be more officicnt if it wore transforrca 
comnplotcly to the fcedoral authoritics? 

MRS.PARKER: Absolutely. I think there is no 
question in our mind that tho present system af municipal 
administration moans absolute inefficieney, with these 
£300 diffcrent policics - is that the number of 
municipaliticos in Ontario? - and administered as it is 
by pcople who have often vory little knowledge of the 
principles of tho thing they arc doing. Wo fool that 
the larger administration, the largor unit of administra- 
tion is bettor, and I think we do loan very dofinitcly 
to Dominion rogulations. 

COMMISSIONER MacKAY; Why? Beeause you think tho 
Dominion would omploy bottcr poople or boeause you think 
the unit would be different from the present municipal 
unit? 

 ‘MRS.PARKER; I think both, I think the unit wuld be 


different and larger and give you a chance to get a more 
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Economical set-up with better people, worth-while people 
administering a larger unit. I think it would remove it 
a little further from municipal DULL VLUSs 1) GHink eas 
is extremely difficult at present to administer relief 
wisely when you are so close ta municipal politics, as 
you are in all these little towns round-about. I+ seems 
to me your British System - am I not right in saying 
that Grcat Britain has found it advisable to remove that 
from the local jurisdiction, and therefore remove it 
from the pressure of politics close by? 

COMMISSIONER MackAY: Would that apply also to such 
things as Mothers' Allowances? 

MRS.PARKER: Yes, but I think the Mothers! Allowan ce 
is now provincially administered, is it not, with 
the local group advising as to who BOCs OF 22 But 
there is joint control there with the provines administering 
it and the province sclecting the workers and doing the 
Supervising which docs provide a definitc removal from 
municipal pressure, and I think at prescnt that secms to 
be working well. 

THE CHAIRMAN: Thank you. The brief will be marked 
exhibit No. 293, 

EXHIBIT NO. 293 - Brief of Ontario Branches of 

the Canadian Association of 
Social Workers. 

THE CHAIRMAN: The noxt is the Ontario Library 
Association. 

MRS. PARKER: Mr.Chairman, would you like me to bavo 
these stories with you? 


THE CHAIRMAN: You might leave them with the secretary, 


The brief of the Ontario Library Association is to 
be presented by Mr. Wallace. 
W. STEWART WALLACE; Mr.Chairman and gentlemen: 


I am filing a brief on behalf of tho Ontario Library 
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Association with rofcereneco to the ostablishmont of a 
national library. 

The point wo wish to make ig that the publicly 
Supported librarics of Ontario arc at present porfoming 
some of tho functions of a national library by way of 
inter-library loan, reforonee sorvice and othcrwiso 
without any Tocompense to thomsclvos, and wo fool that 
the qucstion of thc cstablishment of a national library 
is becoming moro urgont as time gocs on. 

2 think, however, sir, that tho brief is sclf- 
cxplanatory and I do not think I noed add anything to 
it unless thore arc any points any mombor of tho Commission 
would like me to Clarity. 

COMMISSIONER DAFOE: I sec you exeludc the 
Parlianucntary library from the scope of the national 
library. In British Columbia Mr.Rivington, in tho 
representation made on bcohalf of the library association 
there, Gnvisaged it as merged, incorporated in the 
national library. 

MR.WALLACE: The Parliamentary library at presont is 
not a national library in tho sonse that the Library of 
Congress is. It cxists solcly for tho purpose of the 
members of Parliament and mombors of the civil service. 

COMuISSIONER DAFOE: You aro asking here that it 
Should so continue, that tho national library would be 
Scparatc? 

MR.WALLAC#: I think tho wholo question would bo a 
mattcr that a commission ought to go into. I do not know 
that wo want to express any Opinion as to the future 
of the Parliamentary Library. 

THE CHAIRMAN: Thank you, Mr.Wallace. The brief 
Will be filed as oxhibit 294. 


EXHIBIT NO. 294 : Brief of Ontario Library 
14 ic Association. 
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THE CHAIRMAN: The noxt is tho brief of tho 
Welfare Council of Toronto presented by Professor 
Urwick, Mrs. Kathlecn Gorrie ag secretary, and Mrs. 
Saspar Frascr. 

PROFESSOR E.J. URWICK; May I begin tho presentation, 
Mr.Chairman, at onco? 

THE CHAIRMAN: Yes, if you please. 

PROFESSOR URWICK: Perhaps you will like mo to 
explain the constitution of the Welfero Couneil? 

It is a council of agencies, and those agencies are 
directly coneerned in the relief and assistance of 
poverty and need and distress of all sorts. They are 

both voluntary and statutory agencies. And the council 
represents a majority of the agencies in the city and 
district of Toronto which are responsible, between them , 
for the expenditure of a very large sum of money and 
their members, boards and workers, are engaged in day to 
day work in all parts of tho city and environs, in every 
sort of work affecting the welfare of the people. It is 
for that reason they wish to make certain recommendations 
and cxplanations to yOu, Sir. 

THE CHAIRMAN: Thank you. 

PROFESSOR URWICK: First of all they wish to say 
that in regard to the general relief, the relief of 
destitution as such by public authorities, we call 
attention to the fact that in this province and in 
the Dominion generally there is at present no uniform 
Standard of food relicf and no standard whatever of 
relief in the form of shelter or housing. Moreover even 
where the food standard adopted is highest the relief 
given has for somo timo bocn scriously inadequate. The 
results of that inadequacy are doalt with in detail 


in parts of our briocf which I do not wish to read today. 
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Wc wish to point out first, havever, 

"That tho bad offocts arc most markod in tho 
cascs of children andmothors or expoctant 
mothers for whom adequate sustonance is most 
necded; and secondly that it is not merely a 
question of inadequate supply of physical necds, 
but involves also the degencration of the home, 
the loss of self respect, and the apathy which 
follows a prolonged struggle to make a good 
lif: under impossible conditions. The way in 
which the relief is given also varies. For the 
most part it is given in kind or in vouchers 
exchangeable at stores, less often in cash. In 
the matter of clothing there is no settled policy. 
In some localities no allowance is made for this 
obvious necd; in some a very small cash grant 
is given; in somo the relief is given in kind. 
In the latter case the method illustrates one 
general defect of public relief as now 
administered. The task is regarded as one of 
mecsting the obvious neccssitics of a homogencous 
class of necdy persons. Individual differences 
of necd and individual sensibilities are apt to 
be forgotten. The valuo of self respect and 
family respect is often neglectod. Mcthods of 
relief are adopted which take little account 
of the position of the mother as the responsible 
provider and maker of the home. Therefore the 
whole matter is apt to be regarded as a burden 
upon the taxpayers which must almost at all 
costs be kept down to the smallest possible amount. 
The desire to economisc secms to find its 


easiest ficld in the rclief of the poor; we 
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suggast that thoro is no ficld in which falso 
cconomy is more dangcrous or in which evasion 
of rosponsibility for the sake of cconomy has 
more disastrous long-run cffects. 
There is, we wish to point out, "this excuse 

both for the lack of uniformity and for tho 
desire to ceconomise. The duty of providing relief 
for the destitute falls of course upon the local 
authority. But the local units - whether the city 
Or county or township - differ widely in thcir 
resources. Some are poor, somo comparatively 
well-to-do. There is in Canada no cqualization 
fund for the assistanco of overburdened units 
out of tho resourecs of those with moro wealth 
and lighter burdens. Each has to do the best it 
can, with the hclp of whatever grants may be 
available from the Provineial governments. 

Another unfortunate result follows from the 
fact that both the administration of relief and 
the framing of a policy of relief are in the hands 
of numerous local authoritics consisting of 
annually elected councillors. In the vast majority 
of cases it is fair to say that the chief 
interest of the councillors lies in other 
matters affecting the welfare of the locality, 
and not in the treatment of distress. In its 
present aggravated form the problom of relief 
is new to thom; it roprescnts a burden thrust 
upon them quite recently. Naturally the rofore they 
wish to got rid of the burden as soon as may bo. 
Mcanwhile thoir first thought is how best to 
diminish it. Tho cxponditure appears to bo both 
unproductive and unprofitable. It also diverts 


money from moro intoresting undortakings which 
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Might bring positive benefit to tho locality and 

tho taxpayors. In addition to this, thore is a 
dcfinite limitation of thoir powors of taxation 
which results in placing upon & Single class - 

the owners of real estate - an inercasing burden 

of social serviccs which concern tho whole community. 
Consequcntly, through no fault of their own, tho 
local authorities arc not as a rule in a position 

to devote disintcrestcd attention to framing 
policies and dirccting activities in the exccedingly 
complex ficld of the rolief of tho poor.” 

THE CHAIRMAN: Profcssor Urwick, you speak of the 
increasing burdon upon ono class of property owners, 
real estate. Have you considcercd the problem from the 
economic point of view? It has been represonted to us 
in a number of briefs that duc to tho inercase in burdon 
placed upon real estate it is called upon to bear quito a 
prominent proportion of the total cost, with the result 
that it retards the construction of homes and the owning 
of homes, and consequently rotards economic rocovery 
and economic development. Has that view bocn consicered? 

PROFESSOR URWICK: We have not gone into that 
matter in any dctail. We havo “ouched upon the question 
of housing. I do not propose to dwell upon that to any 
grcat cxtcont. Nor have wo ventured to touch on the field 
of taxation. We did not fool that wo wero qualifi od 
to do more than cxpress our own opinion, © which pe rhaps 
would not be worth too much. 

THE CHAIRMAN: I thought porhaps your opinion would 
be worth a good deal on this question of taxation, whether 
you think the burden on rcal ostatc is an unduc burden. 

PROFESSOR URWICK: It’ is good of you to say that, sir. 


My own opinion and my oxpericnco in connection with the 
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various bodies and various poople intorostod in tho 
matter is quito definitoly that tho prosont burdon 
upon the ownors of real estato is acting as a hindranec 
to the omployment of capital and undortaking tho use 
of enterprise in housing of tho lower grades, pooror 
grades, quite dcfinitcly at tho present timo. 

THE CHAIRMAN: I thought from that point of view your 

organizations would be interested in the problem. 

PROFESSOR URWICK: They aro oxtromely intcorestcd in 

it but omitted refcronee to it, as I say, sir, beeauso 
they did not focl they wore qualifiod as a whole, as 
cxperts, to spoak upon that. 

THE CHAIRMAN: Thank you. 

PROFESSOR URWICL: "The actual administration of 
the relief in tho districts is left to tho 
appointed officials who may be ‘and often are 
devoted and capable. But in most cascs thoir time 
is fully oceupicd with tho administration itsclf, 
and in any caso thoy havo to kocp thoir plans or 
reforms within tho limits sct by tho councillors. 
This charactor of local boards, which wo moroly 
state as a gcneral fact, cxplains the lack of co- 
operation often found an the ficld of relist 
betwecn statutory and voluntary agoncics. The 
loeal councillors rcalize tho value of voluntary 
efforts bccausc they tond to take off part of 
the relicf burden. But thoy somotimos find it 
diffieult to accopt the social workers as co- 
workers, possibly bocauso of a gonoral misundcr- 
standing of thoir aims." Which may bo on both sides. 

"On bohalf of an excocdingly largo body of 
individual social workors who compose tho 


voluntary wolfaro agoncios wo wish to stato our 
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goncral attitudo to both tho relief of distress 
and tho principlos underlying it. Wo boliovo that, 
though the quantity of availablo relicf is 
important, at least cqual importance should attach 
to tho caroful adjustment of assistance to tho 
particular necds of cach family and individual, 
and in many eases the careful adjustment of cach 
family and individual to tho plan of assistaneco 
offercd, with tho minimum of demoralisation. 

This means that the maximum of rosponsibility 

and of co-operation should be ovoked from all 
recipients of rolief. We also belicve that de- 
pendcenec upon relicf or the nood of assistanco can 
be prevented in a great many cases, and habits 

of independence developed, and that this 
prevontion ean be attained only through careful 
consideration of the circumstances and nocds of 
familios as wholes." 

I wish to say that it is characteristie of 
social workers gencrally "that they would rather do a weck's 
work to prevent tho nocd of reliof than a day's 
work in securing and distributing reliof. And wo 
suggcst that this is one of the most efficiont 

ways of saving money both for tho taxpayers and for 

the charitable public. At tho same time we 

bolieve that, wherever neoded, the relief given 

should be cofipletely adequato to the mod and 

should not be a compromise between oconomy on the 

one side and urgont nocessity on the other." 

THE CHAIRMAN: Professor Urwick, do you think it is 

possible in a systom administcred by a govcrnment to tako 
into account tho detailod family necds? 


PROFESSOR URWICK: Wo bolieve sir that it is in this 
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way, that if there was an extension of what has already 
been begun, namely, co-operation between the statutory 
body in certain municipalities or counties, anda woluntary 
arrangement working hand in hand with that, that what 

we look upon as so desirable would be achieved. It is 


rather expensive I admit but we believe it would in the 


long run be a saving. 
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THE CHAIRMAN: Do they operate the unemployment 


relicf im that way in England, that is relief as opposed 
to unemployment insurance? 


PROFESSOR URWICK: Relief in addition to unemployment 
assistance. 4s you doubtless know, offorts’ are being made 
in England to link it up with the family agencies and 
voluntary bodies of all sorts. Tis is true, particularly, 
in South Wales and the Northeast of England. I have 
information that there is increased cooperation and 
that cooperation is increasing quite rapidly. We are 
hopeful that the same thing might be done in this country. 
The problem of poverty, of course, increased enormously 
and was made much more severe by widespread unemployment, 
We do not propose at this point to do more than give 
just a brief reference to unemployment insurance . We 
entirely agree that it is a good thing, but we do wish 
to point out that it cannot be regarded as a remedy for 
unemployment. At best, it can only be a partial remedy 
for the effects of unemployment, to a less extent in 
this country than in most other countries. We are thinking 
at this point of the rather extraordinary seasonal 
drop at the end of each November which means an increase 
of something over ten per cent of the unemployed. Practi~ 
cally in every year, even in the good years, this same 
situation is in evidence. We are faced with the fact 
that there are a large number of farmers, who are not 
employees, and who have made 4 new form of distress. For 
this reason, we think that too moch reliance should not 
be placed upon relief which will come from unemployment 
insurance schemes. 

THE CHAIRMAN: There is greater stability in 
employment in Great Britain than in Canada, due to these 


causes which you have mentioned, 
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PROFESSOR URWICK: That is the case, I thimk, sir. 


THE CHAIRMAN: Consequently.. unemployment insurance 
could not be expected to produce as satssfactory results 
as those which are produced in England, 


PROFESSOR URWICK: That is what we wish to point 
oute On the other hand, we wish to advocate a national 


scheme of this sort because it is likely to save from 
depression, despair and a sense of frustration a large 
number of wi~kers-—-I am quoting now from the brief: 
".who even in short spells of unemployment lose 
both their savings and their sense of security, 
and are faced also with the loss of their independence 
and self respect. On the other hand a national 
scheme of insurance would inevitably lead to the 
creation or improvement of a machinery which would 
be invaluable in dealing with the relief of 
unemployment in all its forms. We refer to 4 uni~ 
form and nation-wide system of employment exchanges 
equipped with a personnel adequate to assist, 
in whatever ways may be deemed possible, both the 
unemployed persons themselvcs and various special 
a, oncies which may exist to help them." 


THE CHAIRMAN: You might have unemployment insurance 
and unemployment aid as well. If one limits that to 


those insured persons after the period of insurance has 


expired and then gives unemployment relicf to those who 


do not come within the insured category--then there 
might be a group which did not come within the limits 
of either; you have to have three classes. 

PROFESSOR URWICK: That is what we believe and I 
think that is what has been the experience in England. 
We also suggest that a scheme for building houses should 
be inaugurated and undertaken with national help and 
national supervision, I do not think it is necessary to 


go further into the details of this as you already have 
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the proposals before you, sir. A large proportion of our 
unemployed are those who would ordinarly be cngaged in 


the house building industry. This clement of the unemployed 
population is much groatcr than any other, I think. 


Quoting now from tho brief: 


"The difficulties connected with the relief of 
unemployment are increased by the accompanying 


problems of low wages, or labour paid a wage below 
a subsistence level. This in effect is sweated 
labour-—" 


I do not wish to dwell upon that although the bricf 
does set forth certain principles in connection with it. 


However, I would like, if I may, on behalf of the counsil, to 


call attention to the fact that the greatest difficulties 
are continually arising for voluntary social workers 
because of the fact that there is no settled policy as to 


whether wages should be supplemented. There is no 


settled policy as to whether any account should be taken 
of low wages or whether relief, if it is given, should 


be given as the sole support of the family and that the 
family should not be allowed to compete in the labour 


market. Until these questions are settled, we see no 


solution of the difficulties. In cases where a family 
is earning a sum such as $9.00 a week, we are faced with 


the problem of either contradicting the authorities and 
giving them aid or perhaps leaving the family alone, leaving 


them practically destitute. 

THE CHAIRMAN: Do you suggest any remedy for this 
in the brief? 

PROFESSOR URWICK: We suggest in the brief, sir, that 
wherever a local department or any authority takes upon 
its self the responsibility for the maintenance of a 
destitute family, it should have the whole responsibility. 
It should pay an allowance which would be sufficient for 
the needs of life and not allow the members of that 
famiyy to campete in the labour, certainly not the head of 


the family at any rate. If the younger members do SO, 
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there is not so much disadvantage as their wages aan be 
more easily supervised. We suggest that the head of a fam- 
ily should not be working at the same time he is a recip~ 
ient of relief, 

COMMISSIONER ANGUS: Does it follow from that, that 
the same authority should deal with minimum wages and with 
relief, that is to say, if the Dominion government deals 
with relief, should it also have the authority cover mini~- 
mum wages? 


PROFESSOR URWICK: As we suggest in our recomme’ ations, 


there should be a different form of coordination in the 
form Bry pubic assistance authority or public assistancs 
board which would work side by side with the employmen™ 
board. This would coordinate the various services - WS 
have not thought of it from your point of view, namely. 


the bringing of the employment board and minimum wage 


poards into the connection which you suggest. Your plan 
might be a better plan; we have only suggested this 
alternatives 

There is one other matter in which we are ecniy 


interested. Many of our agencies give a great deal of 


time to this question. The matter to which = am referring 


is the rehabilitation and training of youth. 


THE CHALRMAN: Just a moment, before you continue 
with your next point. What are your views on a situation 


in which an employer gives only three days of work in 
a week? 

PROFESSOR URWICK: It would have to be covered by 
what I have just daid, 1 am afraid, sir. if the employer 
gave three days of work in a week, we should maintain 
that that family ought not to be the recipients of relief 
so long as he is meintaining them. I must confeus, however, 
that there could never be a general agreement upon that 


point. We have seen instances in which the haac of the 
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family took a certain amount of work and this fact led to 
the rapid fall of wages in that particular occupation. 

This lowered the standard of wages, so that in one particu- 
lar case whcre the man wes working fairly steadily, it 

fell to something like four cents per hour, This would 


mean that the total wage for the week would be under 


$2.00. The man in this particular case was not working 
the whole of the time, but he was more or less on duty 
for the purpose. 

THE CHAIRMAN: In what kind of busimss would he 
be engaged? 

PROFESSOR URWICK: The washing of carse- One can 
see, of course, that that kind of casual labour might be 
very glad to take the job for a wory small payment which 
will pull down the wage level. 

COMMISSIONER DAFOE: I believe in some instances there 
is an attempt to get at the amount earned by obliging 
persons who make earnings to report those earnings to 


the relief authority. This amount is then deducted from 


the amount of relicf received. 

PROFESSOR URWICK: I believe that has been done in 
some cases. 1 wonder, though, if everyone could be depended 
upon to give that information. I do not know that it would 


get over the difficulty of lowering the wage standard in 
certain kinds of semi-casual occupations. 

COMMISSIONER DAFOE: I believe that this is the rule 
in Winnipeg. 


THE CHAIRMAN: I believe it is the rule in Toronto, 


too. 


PROFESSOR URWICK: I believe it is, sir. A man 


has to report his earnings and if they are quite small, 


at the presont, I think no notice is takon of them, that 


is, if they are 91.00 or 82,00. However, if the carnings 


rise above that point, of course, thore is notice taken 
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of it. 
Quoting from the brief: 

"Tt is however a matter in which sure pro- 
gress can only be made in the light of much fuller 
information than is at present available. Pro- 
posals for training for work and vocational guid— 
ance appear to carry their recommendation on their 
face; everyone accepts them as obviously reason— 
able, much as many people accept a policy of "back 
to the land‘ as a partial panacea. But both are 
beset by difficulties. There are probabry few 
people in Canada wet are fit to give vocational 
guidance to any normal youths without far more 
knowledge of the trends of industry than anyone 
now possesses, Training may benefit anyone; 
but if it is specialized it may fail to benefit 
directly the trained individual five or ten years 
hence, In particular we would ask for more consider~ 
ation of the policy of sending city youths to be 
trained for farm work at a time when a considerable 
number of youths born and brought up on the farms 
are deserting the country and seeking the townsSe 
It might be safer to concentrate attention on 
keeping in the country those who have already be- 
come familiar with farm work rather than send un- 
tried city youths to take their places. We wish 
to emphasize also the advisability of concentrating 
attention upon the possibility of keeping boys and 
girls in the country districts to which they belong; 
by fostering opportunities for cooperative education 
and recreation. There are no figures to guide 

us here; in this as in many other difficulties we know 


of no available source of dctailed information. 
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"We wish to draw special attontion also to 
cortain important effccts of the practice of 
treating relicf and care as mercly a local 
problem or a local responsibility. There is first 
the familiar difficulty of the care of non- 
residents and transients. This is dealt with fully 
in an accompanying memorandum." 

I believe that this mattcr is fairly well before the 
Commission and I do not think I need to do more than 
quote the figures which we have received from Montreal, 


showing how the problem of non-residence is. In an 
investigation made by the Family Welfare Association of 


Montreal of nearly 300 feamilics with whom they were in 
contact, one-third were found to have no legal residence 
anywhere. Of 44,000 single men registered for relief 

in Toronto between 1931 and 1936, 23,000 were transients. 
Accurate information rolative to the country as a whole 

is not available. There is one condition of the super- 
vision of the care of the poor which we desire to emphasize 
particularly. It is that to which you have already re- 


ferred, namely, the great importance of linking up family 


work, where it is possible, with specialized work of 
officials who are dealing with the different categories 


of people who are receiving relief. I think, that in all 
cases it should be linked up with the general family care, 


where it is possible. 
Quoting from the brief: 

"In the matter of the prevention and treatment 
of disease and ill-health, so closely connected 
with the prevention of poverty, there is alsoa 
serious lack of uniformity in the distribution 
of essential services and resources, In the 


accompanying memorandum devoted to this subject 


evidence is given to show that known methods of 
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"prevention of disease and anequate medical facil- 
ities are not yet available to lerge numbers of 


our citizens; and that where such services are 


available many persons fail to make use of them on 


account of indigence. ‘he many grave questions 
involved have not yet received careful consideration 


in connection with social administration gencrally 
and with the relief and prevention of the distress 
usually associated with poverty. There appears 

to be an urgent need of a progressive National 
Health Policy aimed at the fuller utilization of 
medical science and resources in all parts of the 
Dominion." 

Then there is a short summary which points out 
certain difficulties which we would like to put quite 
bricfly, if we may. 

Quoting from the bricf: 

"There is first a grave lack of unifeormo*7 
of troatment and of policy. There is at presant 


no recognized body of persons in Canada whose 
chief concern i: the care of the poor; there is 


no available source of advice and guidance. Par- 

ticular forms of social services are more or less 

specialized in the hands of particular departments 
or individuals. But there is no attempt to coor- 

dinate action and resources in the whole field of 

assistance, The policy of relief is for the most 

part in the hands of non-experts. The responsible 
local bodies are not primarily interested in 


the problem. 


There is no centre from which much needed social 
information cam be obtained. Social reseerch has 
not been considered worthy of serious attention. 
There is little careful and continuous thought about 


the problem. There is no one whose duty it is to 
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“devote such thought to the problem of relief and 
prevention as a whole. It is not even recognized 
that the problem deserves such close attention. 
Perhaps it is not too much to say that, in both 
our thought and our actior, we are still in the 
Middle Ages, when the problem of poverty was 
considered a sirple matter which the parochial 
units might deal with as they pleased. 

There is an almost total lack of unifurmity 
of standards of assistance and of efficiency in 
administration. Little attention is paid to 
personnel. Detailed administration is often de- 
legated to individuals selected without reference 
to their qualifications for so difficult a task, 
It is seldom realized that a skilled and exper- 
iencead worker, even though a little more expensive. 
is always a saving in the end. It is perhaps 
hardly necessary to insist that there can be little 
hope of bettcr administration so. long as appoint— 
ments depend in the least degree upon political 
or fratemnal influences. 

There are not only divided responsibilities, 
but an absence of any clear agreement as to where 
the responsibilitics, financial or administrative, 
shoulda lic. Tho smaller units fecl that tho 
greater authoritics, provincial or federal, 
should accept a larger share of responsibility. 

It is certainly arguable that, in the growing 


complexity of interdependence of all activitics, the 


general problem of poverty must become more and more 


a national onc. But until s.mc clear understanding 


is reached, there is not likcly to be wholehear ted 


and efficicnt cooperation of all authorities. In 
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"the meanwhile the poor are the immediate sufferers 
and every neglect means additional future burdens 
on all citizens. 

In view of these defects we present the fol- 
lowing positive proposals. 

I. That there should be a Central Public 
Assistance Board, for the general supervision of 
the relief of the poor, whose special functions 
would include.--" 

THE CHAIRMAN: Where you refer to the Central Public 


Assistance Board, you mean a Dominion board o> a provincial 
board? 


PROFESSOR URWICK: A Dominion board, we mean a central 
board for the whole nation. 
Continuing to quote: 
"(1) Establishing standards of relief adapted 
to conditions of each locality. 

(2) Recommending grants-in-aid for special 
purposes to local authorities. 

(3) Establishing uniform rules of settlement 
and of responsibility for non-residence. 

(4) Improving the methods of administration 
'tincluding the audit of accounts and keeping “7 
records) » 

(5) Establishing standards of personnel. 
Developing opportunities of training for welfare 
administrators. 

(6) Furnishing information and advice, 

(7) Coordinating the work of public and private 
agencies. 

II, That the number of local authorities 
responsible for the care of the poor should be 


greatly reduced, and larger units of administratia 
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“substituted. 

THE CHAIRMAN: Under the system which you suggest. 
the whole of greater Toronto would constitute one area, 
would it not? 

PROFESSOR URWICK: Yes, it would become a single 
area. 

THE CHAIRMAN: You would not have different standards 
in the city itself and in the suburban communities sur- 
rounding the city, would you? 

PROFESSOR URWICK: No, the same standard would be 
in effect. We believe that the greater dignity which 
would come from a large unit would be a distinct advanta-3 
over the small councils, We believe that this is a good 
argument for the amalgamation of small units. 

Continuing to quote: 

"III. That there should be small local Welfare 
Boards in each administrative unit, consisting 
prefcrably of three members, one local Councillor, 
one independent citizen, and one person experienced 
in welfare work, the two latter being appointed for 
a period of not less than five years. Such boards 
to act in an advisory capacity only; to concern 
themselves exclusively with problems of assistance, 
considered as probloms in which the treatment of 
poverty and tho treatment of disease are inseparable 
elements; to interpret local needs and conditions 
to the Central Public Assiistance Board; to act as 
a link between the Central Bogard and the local 
administration; and to increase cooperation between 
the local administration and voluntary welfare 
agencics. 

Iv. That a Contral Bureau of Social Research 


be established, for thc continuous study of con- 
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"ditions, probloms, and changes connected with 


poverty and assistance throughout the Dominion," 


THE CHAIRMAN: It has been suggested that that should 
be a branch of the National Research Council, have you 
any opinion on that question? 


PROFESSOR URWICK: There is a certain amount of 
Opinion, though not uniform, sir, What we would prefer 


to see would be a body very much like that of the Bureau 
of Statistics which has existed for a gool many years, 
It would be a bureau definitely independent for the 
collection of information on socinlogical matters, It 
would be a separate body, not merely a part of the 
existing issearck Bureau, 

THE CHAIRMAN: You say a social research bureau, and 
that would carry with it, would it not, the idea of research 
im the social sciences and the social work? 

PROFESSOR URWICK: It would carry that idea with it, 
undoubtedly, yes. 

THE CHAIRMAN: You were present when the social 
workers presented their brief, were you not? 

PROFESSOR URWICK: Yes, this afternoon. . 

THE CHAIRMAN: You heard the stress which they 
placed upon social research, did you? 

PROFESSOR URWICK: Yes, I did. 

THE CHAIRMAN: Would you agree with that general 
point of view? 

PROFESSOR URWICK: It was not quite the point of view 
which we had in mind, if I understood them correctly. 

They were advocating the extension of university work as 
well as other research projects. We were thinking of 
a centralized body whose function it would be to collect 


information on social happenings or social facts and 


statistics 
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THE CHAIRMAN: You might have a bureau which woulda 
discharge the function of collecting statistics and they 


would form a very usefull basis for reacarch work. The 


research work could be done indepené of the collection 
of statistics, save as the statistics aided in the con- 


duct of the work. You might have a bureau do both or 
just the one, 


PROFESSOR URWICK: I do not know, sir. Of course, 


I agree with you when you say that it might be that the 
bureau, as it developed its work would establish co- 
agitorr, as it were, in the different parts of the 


provinee who would be working in close connection with 
it, doing some of the sociological research. Then, the 


universities might be drawn im for special projects which 
they could undertake. 

THE CHAIRMAN: But would you think that would be 
better than having a central research bureau conducting 
research as the National Research Coumcil conducts 
research into industry? 

PROFESSOR URWICK: If I might speak quite frankly, 

IL think we werc a little a bit afraid that under such 


an arrangement the social research might be overshadowed 


by the industrial research. I: do not know whether that 


is a false tiew on our part or not. 
THE CHAIRMAN: It may not be a false view. 
PROFESSOR URWICK: It was the view which some of us 
hold. It was for this reason that some of us felt we 
would i73se to: have an independent body, if it were 


possible. 


I continuc with the reading of recommendation 
number five: 
"Vy, That a national scheme of unemployment 
insurance should be initiated as soon as possible. 
VI. That a central unemployment board be 


instituted, to assist in securing uniformity of 
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"action, to reorganize and supervise employment 
exchanges, to promote schomes of training, ecs- 
pecially for youths and girls betweon the years 

of 16 and 25, to devclop cultural opportunitics for 
all suffcring from cnforced idleness, to study and 
advisc upon public works for the mitigation of 
unemployment, and goncrally to help local author- 
itics in making provision for their unemployed 
dependents. 

VII, That Minimum Wagc legislation be made 
more uniform and effective throughout the 
Dominion." 

THE CHAIRMAN: I think Commissioner Angus raised 
that question earlicr in the discussion. The only 
aspect of that question upon which we are competent to ex- 
press an opinion is whether the Dominion should have 
legislative jurisdiction or whether it should remain where 
it is, with tho province. 

PROFESSOR URWICK: I do not know whethcr we are compe- 
tent to express an opinion on that matter. 

THE CHAIRMAN: I was asking the question to see 
whether you contemplated Dominion legislation or greater 
cooperation between the provinccs? 

PROFESSOR URWICK: We did not go into that at all, 


put I think it was fclt that a nation-wide application 


of the law would be necessary. We felt that minimum 


wage legislation would have to come to be a national 


matter. 
Quoting number cight: 
"VIII. That a national health policy be 
formulated, with a view to:-- 
{1) The more general use of all preventive 


measures against discase, and all facilities for 


treatment; 
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"(2) Assistance for mcdical cducation and 
research; 

(3) Provision of medical care for tho indigent; 

(4) 4 systom of health insurance by which 
medical care of high quality may be provided for 
all contributors to such a system. Within income 
limits to be determined, such contributions to 
be compulsory." 

THE CHAIRMAN: In number two of number 6ight, you 
say, “assistance for medical education and research", 
what have you in mind there? 

PROFESSOR URWICK: I think the feeling in the 
council was that there was a great dcal of endowment 
needed for research and spccialized work. There is a 
certain amount done by the government, but there ought 
to be more, 

THE CHAIRMAN: Iam under the impression that more 
students apply for admission to the medical courses in 
our universities than the universities are able to handle, 
Perhaps they have been imposing very stringent limitations. 
but evidently there are more than are necessary to meet 
the needs of the people of Canada. It was not assistance 
for students which you had in mind, was it? 

PROFESSOR URWICK: No, I do not think it was assis— 
tance to increase the number of mediaal students or 
medical men, I think it was just for research. Un- 
fortunately our medical represen#&tives were not able to 
he here this afternoon, 

THE CHAIRMAN: Would this system of health insurance, 
in your opinion,be a contributory system? 

MR. URWICK: Well, undoubtedly, if it was a con- 


tributory system by compulsory contribution from all 
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people, it probably would not apply to the indigents, There 
would not be any person in it who was not in the earning 
class. 

THE CHAIRMAN: That point was discussed at some of 
our hearings and this view was presented; There should 
be a@ general contributory system, the individual, the 


employer, where he was employed, the government and the 


employer would contribute, but some provision would 
have to be made by the state to provide for the contri- 


bution of the indigent so that it would get the benefit 


of any health insurance scheme. I do not know whether 
your group has considered that phase of it or not. 

PROFESSOR URWICK: To this extent, sir, we recommend 
also that there should be a provision for medical care 
for the indigent as a separate clause. Then there should 
be some form of contributary insurance worked ait on a 
compulsory basis, but we do not go into any details as 
to the form which a contributary scheme would take, 

COMMISSIONER DAFOE: It would be a Dominion-wide 
scheme? 

PROYESSOR URWICK: A Lominion-wide scheme, yes. 

At least, in all probability it would be. We have not 
expressed an opinion on that. 

COMMISSIONER MacKAY: It seems to me that all these 
recommendations assume that the Dominion ought to exercise 
control ower most, if not all, of the departments in the 
field of public welfare and public assistance. Although 
the brief dogs not specifically state that, that is the 
inference which might be drawn. How would it be possible, 
for example, under recommendation nymber one, for a central 
public assistance board to operate dunder the present arrange- 
ment, where most of the responsibility, if not all of the 


responsibility for public assistance falls upon the province 
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and the municipality. It seems to me, first, that the 
whole field of public welfare has to be transferred to 
the Dominion, as I indicated. 

PROFESSOR URWICK: Is not the general responsibility, 
the responsibility for framing the policy--it would be 
applicable to every part of the Dominion and possibly 
also, necessarily in fact, a certain amount of the financial 
responsibility in the form of grants-in-aid would have 
to fall upon the federal government. 

COMMISSIONER MacKAY: Do you think a system of grants— 
in-aid would be possible? Could the Dominion exercise the 


pressure necessary to control a provimee and make it live 


up to the conditiars which were established? Could the 
Dominion exercise the same pressure upon a province which 
the province can exercise upon a municipality? 

PROFESSOR URWICK: It is hard to say, but I think 
that grants—in-aids-the bodies which actually distribute 
the assistance would have to be, essentially, a central 
body and that central control would be effective. 

COMMISSIONER MacKay: They would rather be grantss 
in-aid to those new units of local administration, rather 
than to the province? 

PROFESSOR URWICK: I think so, assuming always thét 
the standards set by the central body were lived up to. 

COMMISSIONER MacKAY: In effect, then, this scheme 
would be establishing a new unit of administration, which 
would sktp the province completely and would overlook the 
munieipality? 

| PROFESSOR URWICK: It would skip the province, that 
is true, and it would supersede the present municipalities 
by merging them into a different form. 

COMMISSIONER SIROIS: The municipalities or the province-- 


it would not be the province? 
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PROBESSOR URWICK: No, it would not be chang:ng the 
provinces except that {¢ would be taking a certain amount 
of control exercised by the province out of the hands 
of the province, 

COMMISSIONER ANGUS: It would be unique to this 
extent, would it not? it would be a local government 
unit depending upon a federal 80vernment, not a provincial 
govern 3; 

PROFESSOR URWICK: Yes. 

COMMISSTONER MacKAY: It would be almost impossible 
under the present allocation of powers to gives this 
local unit any taxing authority. It would simply be an 
administrative body for distributing federal funds. 

PROFESSOR WRWICK: I do not know, = could not just 
follow you, but it would be quite important to Bin 
taxing authority. 

COMMTSSTONER MacKAY: Let us take a specific avempiby 
supposing the Dominion said greater Toronto is to ba an 
administrative unit and would be an authority in greater 
Toronto for the administering of publie assistance. 

Under our present system, unless the provines specifically 
gave that auzhority, that body would have no power to 

levy a tax rate in that area. The Dominion could nov 
empower that body to tax--probably legally it could. but 

it would be extremely difficult and it would be an entirely 
new procedure. 

PROFESSOR URWICK: I do not know, but at present thess 
municipalities do form greater Toronto and have the powez 
to tax given by the provincial government. Would it be 
impossible for these municipalities to keep that power and 
group themselves together? 
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COMMISSIONER MacKAY: Unless the provinee gave the 
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authority to tax, that body could not tax. 

PROFESSOR URWICK: The province would have to authorize 
that change and we would hope that it would be possible. 
without any radical change in the permission to levy 
taxes. JI do not know, I just bow to your opinion that 
it could not be done, 

COMMISSIONER MacKAY: I am not sure that it could 
not be done, but it would be a radical change. It isa 
very interesting suggestion which you have made here. 

PROFESSOR URWICK: I can see the difficulties. 

THE CHAIRMAN: You see, at the present time, the 
jurisdiction over all these social services rests with 
the provime. To you give the Dominion the power to enact 
unemployment insurance and to do a number of other things 
which are suggested here, it would require that the 
Dominion should have additional powers, powers which the 
province now enjoys. If that were done, of course, it 
might be done in terms broad enough to cover the provision 
which you have in mind carrying out. It would involve 
a constitutional change. 

PROFESSOR URWICK: We quite realize that, but we do 
not know, at all, whether it is a possible one. 

THE CHAIRMAN: It is what you think should be done, 
is it? 

PROFESSOR URWICK: It is what we think should be done 
if we are to get administration of the sort we ought 
to have. 

THE CHAIRMAN: Now, Professor Urwick; we have reached 
the hour of adjournment. If you desire to amplify this 
brief, we will hear you further on Monday. 

PROFESSOR URWICK: I do not know that it is hecessary, 
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our decision on Monday. 

THE CHAIRMAN: Then, the commission will adjourn to 
mect on Monday morning at eleven o'clock. The government 
brief will not be presented until Monday aftcrnoon at 
two-thirty. 

This brief will be marked as exhibit number 295. 

HAHLBLY NOe (295¢ Brief of the 


Welfare Council 
of Toronto. 


(The Commission adjourned at 4.30 p.m., 
Friday, April 29, 1938, to meet on 
Monday, May 2, at 11 a.m.) 
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astern Canada purchases 
from prairie provinees 


Western Canada requests 
for upward revision of 
tariff on butter and 
eggs 


Ban on importation of 
Ontario beer into 
Manitoba and Saskatchewan 


Horses shipped from 
Saskatchewan to Ontario 


Other money-adjustments 
necessary to determine 
economic relations 
between the provinces 


Re proposed provincial 
unions 


THE CHAIRMEN: 
Reply to a..ress 
of welcome 


Functions of the 
Commission 


WALTERS, C., ESQ., (Deputy Provincial Treasurer) 


Introductory remarks 
Public finance 


sections of B.N.A, Act 
indicating sources of 
revenue of the province 
and the Dominion 


Spending functions of 
governments 


Geographical distrib- 
ution of collection of 
Dominion Government 
revenues 


THE CHAIRMAN; 

Basis of conclusion 

re absorption of 
sales. tax by manufact- 
urer 


Consumption taxes on 
capital goods absorbed 
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Income taxes 

Gold tax 


Other Dominion revenues 
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TAYLOR, PROFESSOR K.W, 


THE CHAIRMAN: 
Re schedule dealing 
with tax revenue 


Figures of actual 
customs collections 
in various provinces 


COMMISSIONER DAFOR: 
Distinguishing imported 
goods from general mass 
of retail sales 


THE CHAIRMAN: 

Method used in allocating 
incidence of tax burden 
in different geographical 
areas 


Economy, 
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Method of 
incidence 


THE CHAIRMAN: 
Incidence of tax 
burden per capita 


COMMISSIONER DAFOE: 
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between imported goods 
and goods of home 
production 


WALTERS, C., ES). (CONTINUING) 


Excise tax 


THE CHAIRMAN: 
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ROYAL COMMISSION ON DOMINION~PROVINCIAL FELATIONS 


TORONTO, ONTARIO, MAY 2, 1938 


The Royal Commission appointed to re-examine the 
cconomic and financial basis of Confcdcration and the 
distribution of legislative powcrs in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Toronto, Ontario, 
on Monday, May 2, 1938, at 2.30 p.m. 

PRESENT: 

HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 

DR. SQSEPH SIROIS ) 

) 

JOHN W. DAFOE, Esq. ) 
) Commissioners 

DR. ROBERT ALEXANDER MacKAY ) 

) 

PROFESSOR HENRY FORBES ANGUS ) 


Commission Counsel: 
Louis. 8%. St. Laurent: he Cs 


Secretariat: 


Adjutor Savard, Esq. Acting Secretary 

R. M. Fowler, Esq. Legal secretary 
to the Chairman 

Wilfric Eggleston, Esq. “Assistant to the 
Secretary 

FOR THE GOVERNMENT OF ONTARIO; 
Hon. Mitchell F. Hepburn President of the Council and 
Treasurer 

mon. 6s. Ce Nixon Provincial Secretary 

Hon. Peter Heenan Minister of Lands & Forests 

Hon. P. M. Dewan Minister of Agriculture 

Hens G. Den Conant). .C- Attorney~General 

Hon. L. J. Simpson, M.D. Minister of Education 

Hon. T. B. McQuesten, K.C, Minister of Highways 

fon. He J. Kirby; B.C: Ministcr of Health 

Hon. Paul Leduc, K.C. Minister of Mines 

Hon. Eric W. B. Cross, K.0. Minister of Municipal Affairs 

Hon. Colin A. Campbell Minister of Public Works 

Hon. M. M. MacBride Minister of Labour 

Chester Walters Comptroller of Finance and 


Deputy Provincial Treasurer 


Professor K. W. Taylor 
D. W. Lang, Esq., K.C. Counsel 
Joseph Rosenfeld, Esq. Assistant Counsel 
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Parliament Buildings, 
Toronto, Ontario, 
May 2nd, 1938. 


AFTERNOON SESSION 
etree nena aes 


The Commission met at 2:30 P.M. 

MR. LANG: Mr.Chairman, the Prime Minister of 
Qntario will open the presentation of the province. 

THE CHAIRMAN: Mr.Hepburn. 

HONOURABLE MR.HEPBURN: With my first words, may 
I convey to your Lordship, and to your colleagues, the 
greetings of the Province of Ontario. 

Mr.Chairman, you need no welcome from me; this 
province claims you as a son and prides itself upon 
your distinguished career. Few there are so richly 
endowed for services; and few, if any, who have served 
their country in so many capacities - and served so well, 
You have been rewarded with the admiration of the 
Canadian people, the affections of the people of this 
Province. 

And now, may I express a long deep note of discontent, 
The first notice the Premier of this province received 
that a Commission had been appointed to investigate the 
relations of the provinees with the central government 
came at the breakfast table and from a morning newspaper, 

I was perplexed. Perhaps, I should have surmised 
something of the sort was around the comer from some- 
thing the Prime Minister had said a year ago in the House 
of Commons. My attention is frequently called to the 
Right Honourable Gentleman's speeches but somehow I 
migsed that one, and,upon inquiry, I learned that the 
Premier of another Provinee had also missed it. 

But surely the provinces are not to be penalized 


for inattention to the Hansard of the House of Commons ; 
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surely tho objective of this Ocmmission boars so 
directly on the affairs of provincial govornment that 
all the provinees should havo boen consulted about the 
appointment of this Commission; and I suspect soveral 
of tho provinces were consulted. For shortly after this 
Commission had omergod from the contemplative stage to 
reality, the Promior of. Manitoba appeared before tho 
Commission with thick volumes cxpressing viows and 
proposals, ‘arrived at' (he said) ‘aftor long and 
careful inquiry’. And I said to myself: ‘How long has 
this thing been going on’. 

The ansWer came from an unexpected quarter. The 
budget specch of the recent session of tho Logislature 
of Manitoba let the cat out of the bag; in fact, several 
cats. The members of Manitoba's Logislature were told 
(and I thought with a boast) that active work in preparation 
of Manitoba's case before the Commission had commenced 
almost three months before tho terms of tho refcrence to 
this Commission had bcen made public. The Ministor went 
on to say: 

™On June 3rd, 1937, I attended a Conference at 

Regina at which the Governmonts of tho threc 

Prairie Provinecs wero represented. At this Confer- 

enee we sought to find a basis upon which probloms 

sommon to the three Provinces could be most 
efficicntly and cconomically analysed for prosontatia 
to the Rowell Commission’. 

Mr.Chairman, Budget spocches are not offhand 
dcliverances; their words aro woighed, with care, and 
on the authority of a Ministor of tho Crown, we are 
infomod that Manitoba was conferring with Saskatchewan 
and Alberta about proccedings bofore the Royal Comnissi on 


before most of us, at least, the Promior of Ontario, 
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knew there was to bo a “Rowcll Comission’. 

Not the least Significant act of the Regina 
Conferonee was tho caaploymcnt of two profossors 
of Anorican Universitics, and ono of thom 'an 
adviscr to the Unitod States Treasury’ - to assist 
in preparing a caso against tho Canadian Troasury. 

Mr.Chairman, when I loarnca these things, my 
perplexity turncd into Something clso. The 
hatter went decper than discourtcsy to tho 
provinces for whose affairs, with my colleagucs, 
I am responsib?.o; in fact, it went to depths and 
widths I hesitate to doseribe in words before 
this Comission. 

The matter I have boon discussing has 
scoveral folds of significanec. For one thing 1% 
illustratos the manner in which political business 
is conducted (and porhaps throws 2 side-light on 
tho declino of democracy). Lot me stress the 
point for it bears dircetly on my position beforo 
this Commission. 

Scveral months back, while preparing for a 

Scssion of the Loglislaturc, a copy of the 
cwidcnee taken before this Commission at Winnipcg 
was laid on my tablc. As you will meca ili saa, 
included in thosc briofs wcrc two Accounts Rendorcd; 
one for $47,000,000 a ycar, for thc period 1931-36, 
and the other, for $58,000,000 a ycar without timc~ 
limit. Sinee then, I scom to havo boon reading, 
almost daily, copics of other bricfs submitted to 
this Commission; and what am I now to say rbout them? 
I confess I havo not road most of thom. To road 
thom was impossiblo within the time at any Premicr's 


disposal; and ycot, I supposo most of then concern, 
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in some respect, the businoss of this Provinec. 

Further - important as it is - this Commission 
is not tho only one launched “pon use The other day 
1 rocecived tho thick Report of 1 Fodoral 
Gommission that had investigatod the toxtile 
fiold and my province is intcnsely intcrested in 
textiles; I had barcly Opened the pages of that 
Report whon I reeoived anothor Report; this timo, 
from a Foderal Commission on Unemployment; and 
I am told another Commission, at Ottawa, is 
in the throes of giving delivery to still another 
Report. 

Of course this Government is concerned ovor 
the reforcnec to this Commission; and particularly 
over the Agcount Romdercd at thc instigation 
of the Rogina Conferenec. I say ,particularly, for 
if ontertained, about half of thosc many millions 
& yoar would have to be taken out of the already 
half-emptieda pockots of the people of this province. 

Surely, the people's money is not to be 
disposed of by miliions that waye If the case of 
the Regina Conference had not broken down in the 
telling one can well imagine a very, vory serious 
Situation might have arisen within Confederation. 

Further, it is the considered Opinion of 
this Governmont that this Commission should not 
have been appointed by Order-In-Couneil; the dignity 
of this Commission -the gravity of its mission - 
warranted appointment by the Parliament of Canada. 
Only a few wecks ago the Prime Minister of Canada 
held that the export of a certain commodity should 
not be licensed by Order-in-Council (although to 


issue a license was clearly within the power of 
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Council, and indocd, for yoars, tho practise); it 
was contended that rolations with 2 forcign 
powcr deserved parliancntary action. The 
provineecs 1 submit are ontitlod to no loss rogard. 
May I, with all respoet, go furthor to say 
that matters conecrning the structuro of Confedcra- 
tion should not havo bocn assignod to a commission 
(no mattor the distinetion of its membership). Thore 
may be diffcront views as to tho approach to 
Confedcration; personally, I have always rogarded 
Confedoration as tho outcome of conforenco. Holding 
that opinion, I hold that even the senior partner 
Should not havo ompowercd a comnission to procced 
as your reforenec runs, ‘with re-cxamination of 
the ceonomie and financial basis of Confcdcrati on’. 
If thore is to be change in Confederation ( in my 
opinion) it can bo brought about only by renewed 
confcrenees of thc reprosontatives of the pooplo 
and with unanimity of approval. 

It follows that tho Provines of Ontario is not 
beforc this Commission oithor as an applicant or 
as a defendant. 

Latcr on, I shall have some comments to make 
as to thc opinions prescnted to this Commission 
and moro particularly as to the briof prepared 
at the instigation of the Regina Confcronce 
dircetly coneccrning tho finances of this province. 
The Ministors and officials of the province will 
lay before you ccortain statistical momoranda, with 
observations; but, dccisivcly; wo are not hors to 
bargain away functions with which wo havo bom 
charged, not horo to trado off tho resourcos we 
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Whon, in tho initial trenscript of tho 
hearings of tho Commission, I found the Promicr 
of Manitoba offcring to transfcr provincial 
revenues and duried {ation to the contral 
govornnent in cxchange for assumption of debt 
(and other things) with a warming that the 
esscntial parts of the offer had to bo accepted, 
or the deal was off; I wondcrcd how the thing 
could be donc. 

We make no pretension to sueh a power. For 
us, the Oabinet is now, as it was in its inception - 
a committce of the represontatives of the 
constitucncics. In Ontario, the people are the 
sovereign power. 

Wo do not hold that the Constitution is 
inviolablc just becausc it will ba a year over 
three score and ten, noxt July. The Constitution 
exists for the people. This Governmont fully 
realizes - as runs your mandate - that govornnents 
are now-a-days called upon for scrvices that 
were not foreseen at the timo of Confederation. 

Canada is not alone in falling upon new times. 
How many people may adapt thomselves and their 
political institutions to the social and 
economic pressure of to-day is quite tho most 
important thing on earth. Are modern demands 
upon governments such that people may no longer 
govern themselves? European nations secm to have 
generally answered in the affirmative. Looking 
across the Atlantic we can observe social 
orders crumbling liko chalk, under tho iron-hand 
of concentrated powor. Only poople deeply groundcod 


in individualism have beon able to hold on to 


ot x a sere oa bation 
fake niveea tren OF angrette oi i 
Lendiags OME OF Holtséberstil dae 

ode To wok apis To) cacevicxe af 
r od2 ¢aat galtmiew« ily jcgatdd. ‘tage | 

| ybegqpeer od, YT, Bed 'g02%s ade to. at rag: Retabonig. 
gab? of¢ wod Autobnnx I ;Yto eon nah ede to - 
:omob Gt Biaeo. , 


a. toh xoeng = gous of totasoterg ca ones of 
r 7 ’ s 
‘. galiqoest svt at gaw tf eo ;wor al t¢antdead oat ea. 
was to aovitAdnueciqos Off fo. Gedy game Ss 
edd exe ufdooq act ,ditePa0 cl... eofonomhivasioe 
slog mietovea 
Sf motsutivero? ade cds. bho vod-ob oF 


$i seopond thn, ol¢asowene 


Tove tsey : ed Gf iv 

nofdurizgens) att eee xo aav iow wroek Cotas 

“Liat snoeirtoy ni elaT ufveog uff to% eleite 

Oe? Aa: weve Jat? ~ etpbaas t60% Sit hy os cus fiewt 

Jong BE Sire 24nit modu 66. ir6, Sy fdusereR Bae 

: aaa botuce te ets edy if a2arey Jom etew 
mont? wen nogy wntlis? 44 biG fon et sben0@ 

be ny 8o gc fumuod sass ¥ Lda " Yates. WOR 

bas Intooe ef of tax lidsieast dentdifeg 

tiyp al qeG-c2 to uivesosg samagone 

. sisened eabt ‘yea’ iting a on 6 dant TOGQAL 

2204 Ot Yeu Lace yg geas sist I Sta T EVO . SOM 

baal > 294 SBSaRVEo wecwriua : cortlos pois Crpy oe 

Ms G as ovr cart £2") oas ls Teme of Yl es Ones 

jeou evisese aie ut --Sda a. ‘gh? ABV a 

foed-oout ont Teledy ieiiule 04: Sil! . eT o avohis 

a4 piel pio -viis ~ I od RPS. 20 


‘Efod of Olds pide ovsd mabieeeeliesat 


7402 


frocdon. 

Is our vision blurrod at homo? I do not, for 4 
moment, suggcst there isa formidably dolibcrato 
plan to destroy our parlianontary institutions; 

I do says: were the mon of 1837 to take stock of 
our politics, in 1938, thoy would fina Little left 
of the political ideals on which they placed such 
store. And the Menitobans have protested the 
intrusion of cxecutive power, saying: 

‘In our viow it is 2 sound principle that the 

taxation of imports should be 2 matter of 

decision by the Fodorel Parliament and we 
beliove that the developacnt in recent yoars 
whereby import duties nay be levied by 
decisions of the Governor-in-Couneil, or tho 

Minister of National Revenue, or tho Department 

of National Rovenue, constitutes an undesirable 

method of lovying taxation'. 
Of course I agreo with that statement; but I must 
say it is passing strange the constitutionalists 
of Manitoba should have strainod at an este ha 
Council dealing with spinach, and swallowed one, 
emnpowsring a re-cxamination of the terms of 
Confcderation. May I add: If the constitutionalists 
had becn looking for an illustration of autocratic, 
executive action on tariff matters, they might 
well have turned to the year 1936 whon the Governor ~ 
in-Council forgot all about the existence of a 
parliamentary-croeated Tariff Board, revised the 
tariff on tho greator part of the trade of 
Canada and only after tho rates had been in effect 
for wecks were the represontatives of tho 


constitucncics called upon for ratification. 
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Bofore deciding that our political structuro 
is out of joint with tho timcs,surely, it is the 
part of wisdom to make sure wo understand its 
dosign. For rcxrsons wo cannot Stay to discuss, our 
grandfathors were dofinitoly ana bittcrly opposed 
to the concentration of political powcr; and 
when, in the course of events, they eame to have 
political powcr over themsclves, thoy doliberatcly 
disporsed it. Somo power they gave to tho municipal 
Lbies , Some to tho proviness, and somc, to a 
central body. Now wo aro told we havc too much 
government; and I agrea. 

Beyond doubt thore igs Sross prodigality - wocful 
wastc - in public administration; but we nay 
have economy under tho present political frame-work. 
There is overlapping of functions bctweon tho 
ccntral and provincial bodics; but wo may ecorreet 
it, without destroying the balanco sct up for 
the insurance of scelf-governncnt. In short, 21 an 
about to contend that by re-arranging tho pub lic 
services, wo may ocliminato waste, inercasoe 
cfficiency and, at tho sanc time, bring government 
closcr to the people - all without changing the 
Constitution. 

THE CHAIRMAN: Might I just ask a couple of qucstions 
for the sake of clarity? I take it the refcrence in the 
third paragraph, to the change in the tariff, is to the 
United States - Canade Treaty? 

HON. MR.HEPBURN: Yos, that is right, your Lordship. 

THE CHAIRMAN: Thon, in this paragraph you havo just 
read about the waste in public administration and ovor- 
lapping, I presume when you como to tho noxt part of tho 


bricf you will givo us fullor information about that? 
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HON. MR.HEPBURN: Yos. Might I add, in rogard to 
any qucstions that you might liko to ask, I Suggcst that 
you dclay until aftor I an followod by Mr.Waltors, who 
Will claborate upon all tho points of policy which I am 
cnunciating at this timc. And then if you dcsiro any 
furthcr information from tho Gowornnent, if you would 
submit thoso qucostions in writing I would be only too 
happy to appoar again and satisfy you in that rogard. 
"Ocrtain nattors of public administration would 
probably have bccn bettor with tho provinecs fron 
the boginning; probably, tho Fodoral Govornmont 
assunod ecrtain funetions because it was originally 
charged with administering Torritorices in the 
process of sottloment, and hold on aftor the 
Territorios became Provinces. 
Canada is a country of distanees; and travel to 
a Capital located mid-continent is oxpensivo. 
Departments requiring frequent public attendance 
would probably be the better for decentralization. 
Distance leads to diversity. Agriculture takes 
on sharply divorgent form in Quebec, Ontario and 
Saskatchewan. The best drawn Order that ever came 
out of Council, at Ottawa, will not profitably 
yiold maple sugar on the prairios, nor strong wheat 
in the Niagara Poninsula. When we spoak of 'mincs*t 
in Ontario, wo do not think of 'mines' as the 
Nova Seotians usually do. The diversity of the 
factory is notorious. J feol certain that the 
blanket factory at Sifton, Manitoba is quite unlike 
the blanket factory at Lindsay, Ontario. And the 
living conditions of industrial labour are different. 
Theso things arc montionod, not to contond that 
the Fedcral Government should yicld functions to 


the provincos, rathor to point out whore cconomios 
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nay be cffectcd. Without doubt Fodoral Ministors 
in charge of dopartncnts thet Ovor-lap provincial 
dopartiicnts can stako & clain to valued scrvices; 
but I quostioz there would bo material loss of 
cfficioncy by transferenco to tho provinccs. 

At any ratc, if we are to havo cconony in public 
administration, wc should begin to practice it: if 
we have a regard for tho tax-payers beyond an 
Cxpression of kind words, we should cut down the 
oxponse of government. There is no wishing well. 

These things are trito. What has “appened 
in modern times to necessitate changes in the set- 
up of our Constitution? What of thcse social 
Services unforescen by tho Fathers of Confcderation? 
How shall we distribute then among our several 
governing bodies? You have heard much of the nature 
and necd of modern social services tho past sevcral 
months; and now, Mr.Chaiman, I want to discuss the 
relative capacity of govornnents to administer 
those services. 

The bare mention of the subject reminds one of 
the accumulation of functions by the Pedcral 
Governnent sinec Gonfcdoration, and one night 
well say, within the lifetime of the present 
goneration. 

The Statute of Westminster is supposod to 
heave made a nation of us. (Canada has Ministers at 
foreign courts and consular agents coverywhere! 
Canada makes troaties with foreign nations! 
Canada is represonted at tho Leaguo of Nations! 
And all those things havo beon added to the Federal 
Governnont since Confederation. 


Within tho past fcw ycars the Fodcral Govornment 


ies 


~~ 


7406 


has takon on tho duty of regulating the voluno 
of the credit of the country. Indéed, it has sot 
up businoss as 2 banker for tho bankers and 
proposes to relieve the provinces of some of 
their financial duties. 

The Fathers of Confcderation did not foresee 
the airplane - the Federal Government made a 
department of it. The Fathers of Confederation 
never dreamed of the radio - and the Federal 
Governnent now uses it to broadeast news and 
advertise coffec, and other things { even on the 
Lord's Day) taxing the poople for the privilege of 
listconing in. 

Within the memory of many of us, the Federal 
Government acquired ownership of transcontinental 
railways, with soveral thousand miles of branch 
lines; it sails ships, runs hotels, oporates 
news-stands and barber shops and laundries - 
and loses about fifty millions a yoar. Now the 
Fedoral Government reaches out for a share in 
the eontrol of the traffic on the highways. 

Wart! Tho requirements of modern warfare have 
no end. The strain on governments is not merely 
great; it is terrific. During the Great War we 
were constantly being told of 'the last ounce? 
that was being thrown into armament; and now 
Ottawa proceeds to ro-armanent. 

And I ropeat my quostion: shall we place the 
™now services! with the Federal Government or 
with the provinces? 

The answor does not depend wholly upon what 
we want governnonts to do for us; it dopends upon 


what governments may do to us, once thoy aro soized 
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With powcr. For wo aro a stupid pooplo if we 
imnagino ourselves immune from tho conscquenees 

of concentrating powcr in fow hands. Wo nay not 
disagroe over the lessons of tho times; and all 
time. The accumulation of power leads to autocracy; 
its distribution is tho safoty zone of dcmocracy. 

The facts and finances with respect to our 
social services will bo placcd before you. I shall 
only touch upon several phasos of tho subjoct that 
give us decpest concern. As you will roalize, sir, 
we have had no trouble in thinking of things we 
would like to do for people who necd things and 
cannot provide thom out of thoir own earnings; our 
trouble (as apparently with the other provinces) 
is to provide thossc needs out of othor peoples! 
earnings. Pcrhaps the problom nay be cxpressod 
in tabloid forn: 

(a) under the capitalist systom the rovenuc 
for social serviccs has to be raised by taxation 
with a result that: 

(b) the taxes are usually {not always) added 
to prices, and higher prices are inevitably met 
with decroascd consumption, and consequent un- 
criploynont, 

(c) and an expansion of social Services, 
requiring additional taxation. 

Never was there a morc vicious circle; never 
anything - save war - more charged with disastor 
to civilizrition. Strong creditor nations have 
suffcred cconomic paralysis by the divorsion of 
income into public channols; and Canada, ona por 
caput basis, is ono of tho world's notorious 


debtors. 
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Lt ig an unploasing picturo; aut ycot it romains to 
traco in its darkcst linos. They arc not imaginary - those 
lincs - thoy aro to bo found in real lifo; you may have 
them alike fron Moscow and Borlin; from Vionna and Rome. 
Dr.Osthold, writing in an English bank review subnits 
thet a stato which distributes ‘nore then 20 per cont 
of the nitional fncone to annuitants and unemployed 
withoutany roturn exnnot tolerate disturbinec in econonie 
conditions’. It was a mattor of life and dcath says 
Dr. Osthold: ‘for Gernany to abandon all disputes 
whether of politieal partics or conecrning labour 
conditions, and to attain unity of policy for state, 

pcople and industrial cconomy. Any other alternative 


Must perforec have rosulted in anarchy. ! 
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"It is not e sufficient answer to say: Canada 
is unlike Gcormany, and unlike Italy, and ‘:mlike 
other Europcan countrics that changed their consti- 
tutions to place powcr in the hands of governments 
that they might have ta common standard of public 
and social serviec'. May I go on to apply 
Dr. Osthold's observation of the effect of central- 
ization to the problem you are specifically called 
upon to examinc--Federal-Provineial Relations. 

He says: 'The sedond requirement is being satis-— 
fica by the disappecranec of the Confederate States 
as scparetc political entities; they now exist only 
as administrative units under Imperial Intcndants, 
and in the future they will bc wholly absorbed in 

a hew territorial subdivision of the Reich.' 

You may have thought, Mr. Chairman, that I 
was wandering aficld when I drew upon Lurnpean 
experisncee in these vexed matters about which we 
are presently concerned; but surely it is now quite 
obvious, from other peoples' experience, and from 
our own, that Canadians ought to , strengthen the 
hands of government elosest to the people--or 
get ready to look back on the past seventy-five 
years as merely an intcrlude of freedon. 

How then are we to have tuniformity’ of social 
services in Canada, for: say, wags codes and 
unemployment insuranec? This govcrnmcnt is committed 
to a policy of unemployment insurance. When the 
Prime Ministcr of Cqandda wrote stating that the 
federal governicnt was ready to provide that service 
I promptly promised tho coopcr:tion of this province 
because the mattcr had bcen so recently discussed 


wth the peoplc; but subsequent cvcnts have led me 
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"to consider the mattcr may be better left with the 
provinees; for no sooncr had the matter bccn talked 
ebout then the capitalized wheat--growing intcrests 
of the West began tO drive for crop-insurancc. 
Hrenkiy, Mr. Chairman, I am not to-day prepared to 
Gxpress dogmatic vicws on this phasc of the sub- 
ject. It may be in a country with Canada*s cconomic 
Giversitics, ‘fedcral codcs' aro impracticable. 

Thc principle of insurance, I take it, depends 
upon the feasibility of predicting, with a measure 
of essurence, what is likcly to happen in the future. 
The injection of the prospects of “wheat crops" 
into the scheme of insuring wago-carners alters the 
picturc. Further, if the farmers are entitled to 
Tuncisploymcnt insurance’ when they heve no crops, 
their cmployccs are cven more cntitled to claim on 
the insurence fund. And we have but to look at 
the nature of farm employment in the west to ob- 
serve that it is e nighly uninsurcble risk." 

THE CHAIRMAN: Mr. Hepburn, so far as I am concerned, 
I can sec no relation between crop insurance and unemploy- 
ment insurance. The two rest upon entirely different 
basis. 

HON. MR. HEPBURN: T am glad, sir, you cém differ- 
entiate, but I am only pointing out why that ourhnt not 
to be predicated into a4 schome of uncmploymcnt insurancGe 
We do not belicve it would be advisable for crop insur- 
enee to opcrate with it. 

Continuing to quotc: 


"Tho number of farm workors ( male) for the three 


prairic provinces is rocordcd by the last census 


as follows: 
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Prairio Farms 
Hircd Hcelp--1936 


Members of Tomporery Permancnt 
the family Employccs Employcces 


Manitobe 78,601 44,049 5,782 
Saskatchewan 184,816 118 ,826 11,426 
Alberte 130,504 89,764 9,268 
Total 393,921 252,639 26,476 


“Already we have industrial codes in this 
province. The industrial divcrsity of Canada, 
with the diversity of living conditions, docs not 
require amplification. Il mention thc matter to 
suggcst that when ‘codecs! arc required it may be 
they are better arranged by 'Compact' between the 
provinecs than by fcderal Jcgislation. As you know 
aeross the southern boundary an attempt at social 
legislation has bcen made by 'Compacts' bctwecn 
the stetes end, with only partial sucacss, by 
reason of the numbcr of states. 

Ganede docs not have to face that difficulty. 
We have but nine provinecs. Already Ontaria has 
hed helpful conferences over proposed social cnact~ 
ment with Quebec; and Ontario is ready to cooporate 
with all the proviness, whenever it is found desir- 
able to cqualizs social conditions. 

At first sight it may eppecr a paradox that 
uniformity of sociel legislation should not bring 
spout uniformity of conscqucnecs; but, on sccond 
thought, it is plainly so with netions; and it may 
bo so with the provinecs. ‘Compact’ is dcsigned 
to contributc to social sccurity for d@& coursa 
onaetments arrived at, aftcr conference, should not 


bo abrogctcd, or sven amendcd, without further con- 
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"forcnec. One nocds but think of thc changcs in 
the tariff schodulc, sinec 1930, to observe the 
federal government's contribution to social in- 
sccurity. 

It it is proposed that resaa tense’ be in the 
form of assigning more duties to ah alrcady over- 
burdened, central governmcnt, morc power to a2 
government that has celrcady departed from the woll- 
thumbed practiccs of parliamcntary institutions, then 
sir, wo have but to look across the Atlantic to 
reaa the destiny of the Cencdian pcoplc. 

If, however, it is proposcd that the provinces 
shall take over additional functions, it remains to 
considcr whcethcr tho ravenucs required for the pur- 
pose shall bc supplicd by (a) further fcoderal 
subsidics or (b) by an assignment of taxable 
sources that, by thoir neturc, arc releted to tho 
specific scrvices requiring cxpenditures. 

The Controller of Financcs will deal at length 
with taxetion; but JI shall stress the fact that many 
of the so-called modcrn social services arise out 
of the development of modcrn industrialism. The 
farmcr*s lot is a hard onc; but it takes on gonerally 
aifferent form, and requircs a different treatment 
tian the dcspcretc plight of the wage-lcss-*-and 
oftcn homcless--urben factory workcr. 

It follows that thc provinccs charged with sociel 
serviccs should make the initial lcvy on incomes 
arising within the provinces, Thc fedcral income— 
taxing offiecr should stcp in only whon the 
provincial ncods heave been satisfied. 

Whatcvcr our disagrecmonts, I take it we agrec 
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"onc government should tak for canothcr to spend. 
Confcderction began with provincial subsidics-— 
apparcntly with rocson--and since then, the 

demand for still 'bcttcr tcrmsthas boon interminable 
(and somctimes with slight rorzson). The Controller 
of Fincncoes has a statement to mako as to the sub- 
sidized rel«tions of the provinccs within the 
Dominion. 

Equc lity bctween the provinees is impossible. 
Prince Edward Island can never be like Manitoba; 
Ontario may not have the coal and petroleum with 
which Alberta is so richly cndowcd; and yet, somc- 
how, wc must gc6t along together. The provinces 
are fiseal cntitics; and governments, like individuals, 
must ilccrn to manage within their moans. 

When e« governmcnt has been carrying on within 
its mocns, that obscrvation is probebly acccpted 
as a netter of course; when a government--for any 
reeson--has lived beyond its means, and has trouble 
in catching up, the thing is different; particuleriy 
. different, under a fcderel system, When the partics 
under federation fall into disagreement ovcr their 
accounts the prospect of « happy settlement depends 
upon the spirit in which the accounts are prescntcde 

When I first learned thet Manitobe, Saskatchewan, 
end Alborte had combined to Grew on our finances, 
through the federal treasury, I did not use the 
phrase thet they wore ‘genging up' against us. 

When I locrncda that the prairic provinces had rc- 
tained sever 1 profcssors of American Universitics 
to preperc their cass, I was not cnnoyed. (I 
confcss I thought the prairics «ust have a weak 


ense; that wos all.) The programme of the provinces 
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"of Manitoba, Saskatchewan and alborta, cs insti- 
gatcd by the Regina Cenfcrencc--if eine wee cree the 
would divcort millions of rcevcnuc from the sorely 
pressed provinces of Ontario and Quebce; but when 
the Ministers of those provinces met to discuss 
the proposed diversion of their revenucs they were 
accused of ‘'ganging up' against the prairie 
provinees. I resent the imputation. 

If I am told this Commission is not interested 
in my rescntment, I have to insist that this 

Commission, while working over the figures of our 


economic rolations, has primarly to consider the 


effect of its investigation upon the human figures 


Ontario belicves it has met its obligations. 
Timcs again the west has charged the east with 
having economic adventage as a result of the 
federcl systen. 

Let us at last know the truth. 

Tho west has performed a service in presenting 
its claims ‘in terms of moncy’. I dispute ths 
itens of the Account Rendcred; I shall almost 
immcdiatcly show that thc balance of benefits lics 
with the prairies; but really we need not quarrel 
over the metter; when all the itcoms are in the 
Account the sum totel will speak for itself. 

When reeding Manitoba's brief on Monetary 
Policy I resolved to have something to sey about thet 
particuler mattcr. Although I never acquired 4 
reputation as a monetary ccononist, it was plain 
that, if the Minncsota profcssor was right in his 
theory, he was wrong in his deductions; particularly 
wrong, es to the benefits that would have accrued 


to the 290,000 farmers of the preirics. snd then 
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"I found thet you, sir, cand othcr Commissioncrs, 
on public examination of the arguncnt, had apparently 
conc to about the sane conclusion. 

However, there are several matters crising 
out of the brief to which I should like to draw 
your attention. First, I should like to take up 
the number of farms on the prairics. Democracy 
is bad@ed on numbers. You have heard much about that 
disastrous pcriod 1931-1936, during which, you 
were told western wheat-growers suffered, by monetary 
and tariff policies, to the extent of $76,000,000 
a year; you were told of marginal and sub-marginal 
farming and abandoned farms; and, uni»ppily, there 
werc hardships in the west (as everywhere) during 
that period. 

If the west suffcred more than the east there 
are several explenetions, away from any federal 
policy. For one thing, the western farmers were 
not so wcll grounded in their holdings. When the 
gaericulturcl crisis cance, the percentage of 
operetors who had bcen on the farms they occupied 
for less than five years was as follows: Mani- 
toba, 32.7 per cent; Saskatchewan, 35.1 per 
cent; alberta 40.4 per cent. 

Not only wcrc thousands of western farmers 
‘nowt to the lands they occupied, a large per- 
ecntcage of thom were also quite ‘newt to the 
country, eas will be. observed from the following 


census table: 
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Nativity of Farncrs 


Consus of Canada 1931, p.CXCIL 


Canada Othcr British Ueda Other Forcign 
98.06 0.97 6,91. 0.06 
96.42 2.19 0.82 (Q,57 
94.68 3.09 1.54 0.69 
97.53 0.67 1.20 0.60 
87.08 7.24 1.40 4.28 
45.4 15.82 3.46 35.38 
34.19 16.84 14.96 34.01 
8.17 17.15 248). BQ .ei7 
32.53 36.82 9.02 21.63 


t and in spite of the formidable handicaps of 
'newncss' there was an actual gain in the number 
of farns for the period 1931-1936 in which it is 
claimed the provinces suffered most disability. 
according to the census rcturns the number of 


occupied farms was as follows: 


1931 1936 
Manitobe 54,199 57,774 
Sasketehewan 136,472 142,391 
alberta 97,408 100,358 
Total 288 , 079 300,523 


Frenkly, one finds it difficult to reconcile 
those figures of growth with the statement of loss 
through political injury. Whatever the facts about 
the cffceets of federal policy on prairic econony, 
there is no rmom to doubt the effect of the droughtl 
During 1931-36 a wide-spread area of the west was 
devastated by the encroaching desert; and numbers of 


farms wore cbandoned. Yet, cach of the provinces 
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"had a net gain in ferm occupation; and thcro 
was loss only in one provinces of acreage under 
cultivation. I give the figurcs from the Consus: 


areca of Field Crops 


1931 —  =—-1936 
Manitoba 5,842,368 6,123,670 
Saskatchewan 22,126,329 Bley VOT, LOT 
albcrta 12,037,394 12,103,744 


The case of the prairie provinces for cor, “n= 
sation at our cxpense rests on the fallen fortunes 
of the whcat-growers and it has scsemed to me, we 
ought to have before us a brief statement of what 
really happened to wheat. Fortunately, there 
is little room for controversy over the matter, 
the subject has been investigated, times again, by 
authorative bodies, including the Imperial Economic 
Cormittee, the International Institute of sagricul- 
ture and the League of Nations and, without dissent, 
they agree that the eatastrophe began with an 
upset in the ranking of wheat exporters during the 
war. The figures of shipments from the exporting 
countries to the world's markets for representative 
pre-war and post-war periods tell the story. 1 
give them: 

Average of Crop Years 1909-14 


Net exports 


millions Percentage 
Order of bushels share 
Russia 164.5 24.5 
United States 110.0 16.4 
countries 109.0 16.2 
Canada 95.6 14.2 
Argentina . 84.7 Lo.6 
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average of crop years 1909-14 


Net exports 


; Millions Percentage 
rder of bushels share 
India 49.8 Fan 
Chili 264 | 04 
Total O71 ee 


AVERAGE OF CROP YEARS 19°.4--29 


Next exports 


Millions Percentage 
Order of bushels share 
Canada 309.25 38.8 
United States 178.5 20.4 
Argentila 154.6 19.4 
Danubian 
Countries oe 4.6 
Russia 12.8 125 
India B28 ie 
Total Toto 


May IL now draw interpretation of these figures— 
not out of my imagination--may I draw it first from 
the Economic Committee of the League of Nations 
that, in 1931, published the results of an investi- 
gation into the Agricultural Crisis. The members 
of the Commission are no doubt familiar with the 
findings but I ask leave to place on the record 
brief extracts from their report bearing directly 
on the problem before us: 

1. ‘The dexression in agricultural products 
is the bottom of the general crisis, the de- 
pression in cereals is at the bottom of the 
agricultural depression.' 

Be “The outbreak of war upset the production 


of and trade in wheat. Jt caused Russia, which had 
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“been the principal exporter before 1914, to *is- 
appear from the list of exporting countries. It 
brought about a considerable decrease in sowing and 
an enormous deficit in crops in Europe. It stimu- 
lated the extra-European producers. Attracted by 
the prices, which had risen to three times their 
previous level, the oversea farmers cleared and 
sowed virgin soil. Banké advanced them money; 


factories supplied them machinery. Ina few years 
the land under wheat increased as much as in 
the previous forty years.’ 

S- ‘The rise in the production of wheat is 
essentially due to the great overseas producing 
countries. The increase which has taken placa 
in Canada is of the greatest atsclute and relative 
importance.' 

If the League's Committee is right in concluding 
that the rclative over-production of wheat was 
responsible for the agricultural crisis, and right, 
that Canada, in this instance, western Cane da 
was responsible for the ‘greatest absolute and 
relative’ over-production of the world's wheat 
supply; then the prairie provinces are themselves 
the makers of their own(and other people's) 
misfortunes. And the parties to the Regina 
Confercnce assisted the farmers of western Canada 
to grow more wheat. Nog doubt with good intention 

But good intentions and bad judgment have paved ; 
many a way to an unpleasant place. 

Whon the battlc-ficelds of Eurpoe were turned 
back again into wheatfields and their former 
customers gave notice after notice (by tariff 


rates) that they intended to supply their own 
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"daily bread, thc governments of thc prairio 
provinces scem to have gonc right on cncouraging 
wheat-growcrs to expand production. Perhaps, 


I am not controversial ground--and this phase of 


the matter is important--I ask pcrmission to place 
ae statement by Professor Bertil Ohlin (Stockholm) 
on the records which fwith statistics) scems to prove 
that instead of more Canadian mer s7y being needed, 
in 1931, the need was less Canadian wheat. 
After discussing the origin of the agriculturel 


cirsis;, Professor Oblin, in his case for Hconomic 


Reconsuruction, points out: ‘The increase in 

the stocks of cereals--which for wheat reached in 
1929 « figure representing more than twice the 
average for 1921-1926 was due partly to a fall in 
the per capita consumption of bread cereals in 
countries with e high or rising standard of Jiving, 
partly clso to the extension 7f the area under 
wheet. Thus, the excessive capacity of production 
was confined to wheat alone. The following figures, 
which show the areas (in thousand hectarcs) 

under wheat, rye, barley, oats, maize and rigze 


are most illuminating: 


Wheet Other Cereals Total 
1909-19135 63,500 Poa, aoe 194,700 
1920-1924 6o -eu0O"  * 130,400 199,400 
1925-1929 74,3500 133,800 208,100 


‘Evidently in the years following the war the 
production of wheat tended to exceed the quantitics 
thet could bo sold at prices affording farmers the 


customary returns and standard of living. This 


was not, however, realized until 1928-1929. But, 


even then, no attempt was made toedapt the 
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“output to the now conditions. Hconec, it must bo 
asked; How is it that the bumper whcat crop of 
1928 did not lead to a far-reaching reduction 

of prices, and thercby to a shift in production and 
a smallcr acrcage undcr wheat? The answer is not 
difficult to find. Part of the crop was withhe. ” 
from thc marke, by the Canadian Wheat Pool, which 


succcedcd in raising quotetions toward the end 


or 1928.. 4 
In view of that record--and I could go on 
confirming it--it is almost incredible that the 


preirie provinces should now claim disability 
against the rest or Canada bccause the wheat- 
growers of the prairic provinces were not enabled 
to entcr into competitive devaluation of currency 
with Australia when, to use the words of the 
Promier of Manitoba: “Australia fell upon the 
verge of bankruptcy." 

The Commission brought out an examination of 
the difference in the financial and trade relations 
of Caneda and Australia; and brought out the in- 
creased burden that would have resulted in Canadian 
debt-chargcs with the United States. The brightest 
page in the relations of the provinces: will never 
be the onc in which the Premicr of Manitoba argued: 

‘If the argument thet the necessity of keeping 
Canada able to pay forcign debt, at not too great 
a cost, is sound--which we do not admit--the position 
is that western Canada lost more in the cxports 
than it geined in paying forcign debts, and there- 
forc, suffercd a substantial not loss through the 
exchange policy of castcrn Canada. " 


(Page 7428 follows) 
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“To argue, in effect: since the West borrowed 
largely from the East, and the East borrowed large- 
ly abroad the West was entitled to develuation which 
would have left the East holding the bag does not 
make for Cenadian unity. 

However-~-and quite clearly--the West would 
not have been left in possession of the gains it 
seems to imagine it would heve had from devaluetion; 
on some counts, the West would have been penalized 
more then the Hest. For example, among the 
country's foreign debts is one on railway account 
of $800,000,000. The increase in debt-charges 
would have been reflected in the rail rates of 
wheat to seaboard. The wheat-growers would have 
benefitted little by the exploitation of labour 
(usually a source of profit from exchange-~dumping} 
because the wheat farms of the Canadian West are 
almost exclusively ‘family farms'; their wage 
bills are relatively negligible, 

At first one is pugzied over the almost 
curiously nonchalant attitude of the Prairie 
Provinces toward the effect of devaluation on the 
price of imported goods; in fact, Professor Upgren 
almost points out with pride that devaluation 
would have tretarded importst, The price of 
dutiable goods would have borne the hellimark of 
protection, (even tractors) and still no effort 
is made by the West to count the cost. The enigma 
is solved when one turns to the next book and 
finds a seperate Account Rendered for disability 
created by the retardation of imports, 

And one is almost compelled to admire the 
economic legerdemain displayed by the Professors 


of the Americen Universities. On qa previous oc- 
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“casion one of the professors described the use of 
currency develuation to retard imports as something 
"like using a sledge hammer to kill a TlAy," With 
claims, alike under Monetary Policy and Tariff Policy. 
the set-up is just an offer to play the old game of 
"Heads I Win Tails you Lose,! 

It is admitted the domestic costs of the wheat- 
growers would have been increased under the devaluation; 
would the increase in world prices have been 
sufficient to offset the losses? From your examination 
I gathered the impression, Mr. Chairman, that you 
thought the growers of the prairies would have hed 
Some net gain. I take it the deciding factor would 
have been the price of wheat, Personally I have 
always looked upon wheat speculation as a dangerous 
business, but may I indicate, very briefly, the grounds 
on which I have come to the conclusion that the western 
wheat-growers would have lost rather than gained from 
devaluation in 1931, 

In 1930 the world's wheat stocks, as I have al- 
ready observed, were inordinately heavy. The following 
table of indices gives the record: 


INDICES OF WORLD WHEAT STOCKS 


(Base 1925~1929 —- — 100) 
1925 average 72 
1926 Ls 89 
1927 - 104 
1928 “ 108 
21929 v 124 
1930 158 


Now does it not follow, because the objective of 
currency devaluation is stimulation of exports, de- 
valuation would also heve stimulated production? 


Such was the »xperience of Australia, Within four 


: : ee 


7. oe. 
a ae 


: 


: -fpnity Oi: C Pai ia ii2 
gol ean Lege bi? Tabor eos: 
ee ' 7 7 
ooliwaciagze = 
uoy zal ti 
Bnh- aypg, o<4 ne 
Blom, icts rd} 
SV? a — | 61? Lo B= 
BO Tes Serf 
Uthpres dee Osis . ts 
slat Ps oie)" yi Pe + 
mxt oon 52h ne pri 
—* rant ‘ ts 
=. % 
wt ey uA ei ti rv dae 
l 
4 ’ ae 
Vit = 
w) 
a 
a 
aul 
aay { 
wes 
BoA 
t¢ sewsere 
weD , 77n8 20 BGLSA 


Spe? aiari®¥ » elit oat, x© Osa 


a 


- t eo eau eqs tadicaieae gions) unt 


es, grikr fomoe aa sree, lento aa erent: 
eM a seul isiahe 


epetied Mae wan os sett yeaah aphae 
“oe egg. bfo wt cata OF TIPO Ge sai nl 


aotc ones! 


saat 


oF ntti! wh 

“od, evel aaeicted an 
ot weedeat ane Bivow 
1oxYSS 08 simak Pe | : 
otent wit pened the ry 
“weEE ody sityants: 
eee eS 
shay oct ape sui. 


qu Setenl ayawie ~ 


| 
Pas ‘ee * 
ven 22 , asetaad 
in 7 ae. - age 
i ij dotie oe 
; jae FSA toe 
worn oSaaw * 


io) Tee TRVeR 


ev Teco cheer 
i -avite epolial Qo o.c.87 
AxcToM 
7s 
‘ ; 
of 
yi 
A - 
ox #f" ase woe 


ee antes ‘oeortus 
; vate, Sipe mais pam 
ll aa no saute 


a 


7430 


“years after its devaluation, Australia had increased 
its production of wheat 40 p.c. over the rate of pro- 
duction in the previous six yeers. If Canada had foll- 
owed Australia in the ratio of production, as in the 
ratio of devaluation, I suggest wheat might not have 
brought prices yielding the cost of hauling it from 

the prairies, For, in the period; 1926 “to 1950, 
Australia had 9.2 p.c. of the world's market, while 
Canada had 37.1 pec; The computation of the further 
results I leave to the speculative statisticians, 

The Premier of Manitoba assures us he would not 
have the Federal Government underwrite an ?7uneconomic 
industry’. Well’ Mr. Chairman, if speculating on 
wheat futures is hazardous for an individual it is 
equally hazardous (and worse) for a state. The West 
longs naturally for the return of volume and price to 
wheat; and I have no "inmtenticon of expressing a personal 
opinion as to the probability of the return of the good, 
old, golden days. That there will always be a sub- 
stantial demand for Manitoba wheat wherever there are 
people who have a taste for good bread seems certain. 

But nothing will satisfy the West except bigger 
and better wheat markets. ‘Without export markets! 
says the Premier of 'Manitoba'tthere is no sound ground 
for optimism as to our future', And the Premier goes 
on to say: ‘it is unfortunate that neither the 
members of this Commission nor eny one else can predict 
what the long time trade and fiscal policies will be’. 
And yet, with doubt in his mind, the Premier would have 
us adjust our national policies to the needs of 
wheat-growers, confident thet 'the natural advantages 
of Western Canada are such that they can be developed 
far beyond any we have yet attained, 


The West stakes its case on the wheat market, 
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"Whether we like it or not, it appears we must 
speculate about the future of wheat in internetional 
trade, Having disclaimed e gift of forecasting, I am 
going to ask permission to place on the record opinions 
on the subject expressed by Mr. A. Cairns at the Fourth 
Conference of Agriculture Economists (St. Andrews, 
Scotland, 1936) Mr. Cairn's services with the 
World's Wheat Advisory Board and, indeed, his assoc- 
iation with the wheat pools of Western Canada give 
weight to his views. Mr. Cairns said: 

"My reesons for taking a very discouraging view 
of the outlook for international trade in wheat in the 
next decade may be classified roughly in the order of 
their importance, as follows: 

1. In many countries wheat and politics are now 
almost synonymous terms. Wheat has been subjected to 
far more political doctoring than any other agricult- 
ural commodity. Wheat is the principal cash crop of a 
large group of farmers. In many countries this group 
is politically very powerful, 

20 My second reason for being so gloomy about the 
wheat outlook is the international repercussions of the 
purely national ettempts being made by many countries 
to solve their wheat problems. In each of the past 
years wheat grown in European timporting' countries has 
been exported to Great Britein; these heavily subsi- 
dized exports have depressed the price of wheat 
imported from normal exporting countries, In 1935-34 
Germany was a substantial new exporter of wheat; in 
1934-1935 France was a large, and Sweden and Latvia 
were substantiel, new exporters; in 1935-1936 Portugal 
joined the ranks of net exporters; and in 1936-1937 
Czechoslavakia will probebly be a new recruit. 


3, My third reason for taking a dark view about the 
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"outlook for international trede in wheat is the phen- 
omenal improvement during the past decade in the 
productivity of European agriculture, Oversea farmers 
made great strides during end immediately after the 

War in increasing their agricultural output per man, 

In the past ten years European farmers have made Similar 
strides. 

4, My fourth reason for believing that Vuternation. 
al trade in wheat in the next decade will be very much 
smaller then in the post-war iecade is the striking 
downward trend in per capita consumption of wheat in 
many countries,' 

Mr. Cairns is indeed pessimistic about wheat; 
but surely there is no reason for pessimism about the 
future of the great Canadian West. Thet remark may 
appear a bold one, in face of the opinion expressed by 
the Premier of Manitoba, but I am a great believer in 
the value of perspective - - and hard facts. I want 
now to give my basis for the conclusion that the West 
has a great future, even if the old volume of wheat 
exports never comes back, 

In the first place, there are not 200,000 twheat 
farms’ in the Prairie Provinces, The Bureau of 
Statistics at Ottawa classifies a ‘wheat farm’ as one 
heving 50 p.c. or more of its gross income from wheat, 
and in that sense, the number of 'wheat farms' in the 
Prairie Provinces (in 1935), according to the census, 
was as follows: with a total of 57,774 farms in Manitoba 
only 7,311 are classed as ‘wheat farms'; out of 142,311 
ferms in Saskatchewan only 62,311 are wheat farms and 
out of 100,358 farms in Alberta, but 29,807 are 'twheat 
forms', 

Those figures alter the situation, While wheat 


is still important, it is not the life and soul of the 
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"West. I heve every sympathy for those 99 thousana 
farmers whose main source of revenue has declined; but 
really I do not see that it is necessary to upset Con- 
federation on their behalf; nor do I believe we should 

be called upon to re-make a fiscal policy that was 
established long before most of them ever turned a furrow, 
with a tractor, on Canadian soil, 

Perhaps the necessity for producing less wheat is 
another instance of the ill-wind that habitually blows 
some good, for there are social features about high- 
powered, mechanized farming that some of us have watched 
with concern. More than one European country has been 
forced into social revolution lergely through accumulation 
of its land in few femilies and the census returns will 
have it that 14,928 f-milies have possession of 26,098,771 
acres (or 23,07 p.c.) of the 'toccupied farm' acreage 
of the Prairie Provinces, " 

TH& CHATRMAN: Do you know whether that includes ranch 
land or range land? 

HON. MR. HEPBURN: Well, what we classify as occupied 
farm lands; I presume it includes ranching lands, Vesa: 

THE CHAIRMAN: Because the average farm, I know, is 320 
acres, and a large one is 640 acres, 

HON. MR. HEPBURN: It naturally follows, with the highly 
mechanized methods of farming now, that farms will increase in 
size, That is the natural trend of events, 

"Tf I have over-stayed my time ina discussion of 
the Wheat Problem, I must plead its obstinant nature 
in face of the world's strenuous attempts at solution, 
Later on, I shall have occasion to observe that the 
West is working its way out of crop specialization that 
came with its early settlement; working into a diversity 
designed to utilize its resources of men and materials; 


a diversity of the factory, as well as the field. 
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"Mesntime I Shall, by way of contrast turn to 
another case of compensation cleimed for disability 
worked up by Professor Norman MeL. Rogers for the 
Province of Nova Scotia, Professor Rogers estimated 
the splendid Province of Nova Scotia carried a tariff 
burden of $12.28 per capita; and as a result, its 
population of 499,574 in 1901 had grown to only 
012,846 in 1931, 

Apparently the economists of the Prairic Prov- 
inces worked over the figures of Mr. Rogers, only to 
reject them; acceptable to the Hast, they actually 
disproved the cease of the West, since Mr. Rogers had 
Set the tariff burden of Alberta at $26.93 per capita; 
and the Alberta population grew from Yo5022 an 1901 
Lon ol, 605 in oan. 

Perhaps, one could not find a more striking 
illustration of the impracticability of compensating 
provinces for the disabilities they claim (even the 
real ones) as a result of federal policy. «The 
Canadian Government expended hundreds of millions 
(and some of them, no doubt, unwisely) in opening 
the prairies to markets; when Nova Scotiats sons 
(among others) went West to seize opportunity--Mr, 
Rogers presented a Bill for Nova Scotia's stagnation, 
and the Premier of Manitoba presented another one 
for the social services of an expanding population, 
If the principle were accepted then we should have an 
end to national progress; the Federal Government 
would be compelled to go over wholly to a 'do-nothing 
policy’. 

Having discarded Mr. Rogers! figures, the Prairie 
Provinces, hard-pressed to find new clothes for an 
old grudge, turned to a comparison of retail prices 


between Caneda and the United States, 
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"I think you pointed out, sir, at Winnipeg, that 
provincial governments are not ordinarily interested in 
tariff matters; that tariff matters under our political 
system, are consigned to the peoples! representatives 
in the Federal Parliament; but when three of the nine 
provinces set up a claim for $58 million a year on 
Teriff Policy and suggest it should, through the Federal 
Treasury, be met substantially by a diversion of the 
resources of this province, then this province finds it- 
self with a very direct interest in tariffs. 

We want to live on good terms with our provincial 
neighbours, Mr. Chairmén; they are our good customers 
and as I shell almost directly point out we are theirs, 
Trade flows East, as well, as West. However, it is only 
partially an economic interest that concerns us; our 
main objective in dealing with the matter is to clean 
up the charge of teastern industrial exploitation! ; 
for a sense of sectional injustice has too long retard- 
ed the national aspirations of the Canadian people. 

I will almost forgive the appointment of this 
Commission by Order-in-Council, if, as a result of its 
investigations, ~¢ can measurably determine the economic 
relations of the Nine Provinces. Andas a step towards 
peace, I express my thenks to the economists who have 
prepered the briefs submitted at Winnipeg (even the 
American Professors) for having expressed the prairie's 
tariff disability in ‘terms of money”, At last we have 
an Account Rendered; we cannot accept its figures; we 
shall submit evidence of needed corrections, we shall 
claim deductions, and we shall indicate the nature of 
certain counter-accounts; but, once the Account Render- 
ed has been properly audited, we shall have gone a long 
way toward establishing the unity of the provinces within 


Confederation. 
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"And now mey I turn to a critical and I trust, 
not unfriendly, examination of the Account rendered 
Op Tariflt Policy ze i ate the outset, perhaps, I ought to 
confess that, et one time, I wes a Member of the House 
of Commons and held some rather strong views on 
tariff matters, As I think of it, I used to express 
my views rather definitely. If I had been a lawyer and 
gone to the bench, probably, I should have divested 
myself of views on the subject; but, as it is; vl was 
quite upset on reading Manitoba's brief to find 
anyone, except a hardened protectionist, arguing that 
it is cheaper to buy in a country of high protection 
then in a country of less protection. If the thing 
were true, then it seems to follow: if we were only 
to put our tariff high enough, and hold it long 
snough, everything would come right in the end. How- 
ever, Il felt better over my own tariff tenets when I 
was told that most of the goods priced in the two 
countries were set down as cheaper in the United 
States just because prover allowances had not been made 
for the different incidence of sales-taxes on prices, 

Frankly, I am not prepared to say what deduction 
is to be made from the Account Rendered by reason of 
this particular omission; I have been told it amounts 
to: 75, PaC», bub. hesitate te press! the Dicure for isis 
herd to believe the economists retained by the Regina 
Conference would have built so elaborate a structure 
on such a frail foundation, However, the amount of 
the deduction, on this account can be determined pre- 
cisely when the itemized statement is completed. 

hud the items are not complete. When a grocer 
renders accounts he is invariably meticulous about 
the accuracy of his entries; for, of course, a sum 


total is no better than its parts. Apparently the 
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"economists of the Regina Conference were not so 
particular about their arithmetic; in fact, one 
would almost conclude they had written down the 
amount of the claims and then, as an after-thought, 
thrown in some details; for we are naively told by 
the economists +if any particular item is challenged, 
our attempted moderation elsewhere should support 
the validity of the total calculation,’ 

That statement would arouse the suspicion 
of the most trustful man, in the world; it is precisely 
as if the grocer were to add a postcript to his bill 
saying, if he had charged too much for the olives his 
attempt at moderation with the caviar should support 
the validity of the bill rendered, 

And on that sort of calculation this country 
was disturbed one morning by headlines that the 
Prairie Provinces, before this Commission had claimed 
disability of $47,000,000 on one count and $58 , 000,000 
on another count; and the claims were said to be 
abundantly backed by details (and for good measure 
by two or three American economists). At once our 
own statisticians proceeded to check the Account 
Rendered for, as I have already pointed out, it was 
argued that, as a result of the West's disability, 
there should be a rearrangement of finances which, 
in effect, would entail this province in a substant-— 
jal loss of revenue. That audit has not been 
completed; but the partial results have been so 
startling, that I desire to lay certain matters before 
this Commission and do so, in a desire of receiving, 
rather than of giving information: I shall set down 
the requests seriatim: 

Lee I have already mentioned the effect of the 


sales-taxes on the prices of the two countries. 
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"Because the Federal sales-tax applies equally to 

all the provinces, no special disability can be claim- 
ed under it; and the public is entitled to know the 
effect onthe sum total when the adjustments are 

made, 

&o There is evidence (I regret to say) that the 
disparity in prices between Cenada and the United 
States has been swelled by a comparison of 'unlike!t 
things. Of course the thing may have been the re- 
sult of inadvertence but surely, even lack of 
intention, in an account of such consequences, is 
not a 'good excuset., I mention washing machines, 
tubes and tires as articles at present under SUSPLG1ON, 
The amount involved in these items alone is sub- 
Stantial even when part of a sum total amounting to 
$58,000,000, 

5. Just why a claim of provincial disabil-ty 
Should have been made, under Tariff Policy by the 
West, for coffee, oranges, raisins and prunes is not 
apperent. Surely, tariff duties on exotic goods 
affect us all alike, and if there are differences in 
prices between the several provinces, they ers the 
unavoidable result of transportation. Duties on goods, 
not produced in Canada, are for revenue, or quite 
often, parts of an arrangement, under Imperial Prefer- 
ence, designed to press the sale of our products 
abroad (usually wheat), 

4, Inasmuch as the claim of disability over retail 
prices is on provincial account, and not on consumers' 
account, quite evidently, a deduction should be made 
for that portion of the retail prices expended in the 
Prairie Provinces e.g. transportation, advertising, 
generel mercantile costsand merchants’ profits. Our 


investigators have not arrived at a final figure in 
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"the matter but they suggest 'the spread’ is about 
40 pec. 

Se When goods are dearer in the United States 
than in Canada the texcess' is made the subject of 
claim; when goods ere cheaper in Canada allowances 
ere apparently not made; and the list of goods 
cheaper in Canada is a formidable one, including 
several of the important farm implements; woollen 
goods (which sc largely make up the cost of clothing 
in western Canada) nearly all the items of food (away 
from the exotic foods) and most of the items in the 
building classification. 

6. Perhaps, the most amazing feature of the 
Account Rendered, at Winnipeg, is the claim of the 
Prairie Provinces for compensation on their own 
production. Tmagine wievou can, sir, a province 
(for instance, Ontario) presenting a claim, on 
tariff grounds, for svery bag of cement produced and 
consumed in the province. Whatever the consumers 
have to say as to the price of cement, surely, the 
provincial government has no claim for compensation; 
and yet, Manitoba makes that precise claim. The 
Prairie Provinces, in the matter of cement are better 
off than Quebec and Ontario, for they not only pro- 
duce their own cement, they supply the coal which 
enters so largely into its cost of production - - 


and claim 40¢ a bag on it, as ‘compensation’ ." 
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Here, sir, is a source from which we woulda 
clain heavy deductions from the Account Re=dcred 
by the Prairie Provinces: 

Motor fue. is a substantial item in the expense 
of the merchandised farm. The prairies use about 
16,000 barrels of notor fuel a cay and. ine Loo 
the prairies refined about 11,000 barrels 4 day: 
and now (in 1938) the West is looking for outside 
markets. I shall not set down the annual hundreds 
of thousands that the West clains for suga”’; and 
supplies a large portion of its own wants. Ma~~toba 
is celebrated for its harness-makers; but clains 
colipensation on harness, ‘without collars and 
with brecching* because someone says it is cheaper 
in Minnesota. The economists sct down a CUA Le oO. 
$1.50 per year on harness, multiply it by 290,000 
farms and then doub.s it to take in the urban 
population - and present the bill to the rest of us. 
Mr.Chairman, there are many miliions, over 2 Jong 
list of commodities, in that Account Rendered for 
$58 ,000 ,O00 that were put there on tho vory sano 
unreason. 

Although we cannot longer ask for deductions 
from the Account Rendered for, according to our 
figures, therc is nothing left, I cannot pass on 
witaout drawing your attcntion to two spocific 
lessons that arc to be drawn from the matter in hand: 

First. It would have beon bettcor to discuss 
provincial relations in Confcronec, rathor than 
by trying to "make cases’ boforoe a Comission: 
As it is, the account rendcored at Winnipeg was 
broadcast across Canada, as a pioce of econonic 


injustice to the prairics (cstablishod by sober 


hye apeis 2O- 


ah 
t liqdos 
JaL.30 BL 
unry 
4 ; bo 
ig ie | > 
~ , ~ 
m ice 
ay eve POS 
+ . . ~ te o 
; fe . 
« , ‘ “i Sy me 
rr | i’ 


{ ovis 
» 
_ 
. 44 va i 
ev ¢t 7 
4 « > 
» 
- = 7 
4 
eT © 
oht 
4, py 
* - ~- “ 
, i tod = 
. 
' 
a “ 
+ ' « 
‘ . & a.” 


44 a ? 
ase - 
* = & - «9 
e > a BeEeVTS 
. 
sd 


7444 


calculation of the statisticians). Over a conforonco 
table sct for Ten, Manitoba's tariff bricf would 
have been disposed of in the course of minutes as 

a bit of political arithnetic awry with reality. 

Second. Howcveor, when one turns things over 
most of them have a brighter side and, even the 
charge of the PraiZNic Provinces for disability on 
their own productive cnergies has its bright side; 
it confirms the opinion I expressed a while back 
that the West may retrieve the i1i-fortunes that 
cane to it with the fall of the wheat narkct. iow. 
the Account Rendered reminds us that tho West has 
alrcady gone far cnough to prove it can go still 
further with industrialisn. Already Winniveg is 
Canada’s fourth city of industrial importance 
end the Prairie Provinees have about a fourth of 
Canada‘s total population. In confirmation of the 
West's industrial headway, nay I cite two oxtracts 
froma review of the subject by tho Burcau of 
Statistics; 

“The War exercised a profound and far-reaching 
influonco upon Canadian manufacturers and the 
western provinecs, sotwithstanding their greator 
interest in agriculturo, shared in the gonoral 
stimulation. The inflation of the war and post- 
war period led to unprecedented figures of value 
produced.? 

‘Hxpansion was halted by the post-war depression 
"put soon resumed its coursc!', the gross and net 
values of products reaching a higher point in 1929 
than in the post-war boom of 1920, although the 
prices of manufacturors' goods had dropped about 41 
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foature of tho ninoteen-twontios was tho 
incrcasing industralization of tho Wost, tho 
Westcrn Provinces experiencing a proportionately 
greater cxpansion than the main manufacturing 
provinces of Ontario and Quobec.' 

And now may I remind you of the Forgotten 
Eloments of our chronic controversy over tariffs. 
For years wc have bo-laboured the issues ana 
almost invariably forgotten that trade flows East 
as woll as Wost. Westorn people not only buy fron 
Hastern Oanada, they markot goods to the value of 
millions a year in Bastern Canada. Truo, thoy 
market mostly foodstuffs and primary products; 
but they market them under the shelter of the 
tariff. 

I shall mention some itoms, but only for 
purposo of illustration, and without any attempt 
at computing the total volume of cast-bound, 
inter-provincial trade. Indecd, a precise calcula- 
tion is probably impossible. Beforc Confederation, 
the figures of intor-provincial trade were recordad; 
aftcr Confederation, the practice was dropped as 
unnecessary, because our fathers believed the 
country was headed towards nation-hood; and it is 
a primary sconomic requisite of nationhood that 
there shall be free trade within national lines 
of boundary. Undcor tho thimmsts of the Regina 
Conferences we have leamod something about our 
purehases from the prairies; but I cannot tell you, 
for instanec, tho exact value of the wheat and bread- 
flour the prairics supply for the consumption of 
Zastorn Canadians. Howovor, I vonture to say; it 


oxeocds the valuo of the farm implements which the 
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East ships to the Wost. Morcovor, tho rate of 
duty on whoat against tho Unitod Statos is twice 
tho rate of duty colloctod on imploments from the 
United States. (And thoro is trade across tho 
southern boundary in wheat, flour and imnplenents.) 
Personally, I am not for relying upon the Soviets 
for our daily bread but I observe the British 

of the Isles buy wheat fron the Soviets; and I 

am told Sovict wheat contains bread-making 
qualities, competitive with our own. The Canadian 
duty against the Soviet's wheat is 30¢ a bushel, 
& prohibitory one. 

Western Canada has buttcr for sale; and Eastern 
Canada buys most of its surplus. In fact, the West, 
has much butter, having increased its production 
nine tines in tho first 33 years of the Century. 
Tho annual sales for consumption in Hastcrn 
Canada are valucd at more than $5,000,000 a year. 

And now for a tariff implication - an anazing 
story of inconsistency; the great Dairy Pools of 
the Prairie Provinces, in 1930, sent ropresontatives 
to the Tariff Board to plead for ‘an upward 
revision of duty on butter’, and tho duty on 
buttor was made practically prohibitory away from 
New Zoaland. Tho amount of importation fron Now 
4caland is under governmental regulation. Having 
socured that protection, the Prairie Provinces 
scnt representatives, in 1937, to tho Rogina 
Conforonee for the specific purpose of claiming 
disability and demanding componsation under 
Tariff Policy. 
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of the poultry of tho Dominion end last yoar, 
according to our ostimatos, sold 22,019 ,000 
dozcon cggs and 16,899,000 pounds of chicken, 
valued at about $10,C00,000 in Eastorn Canada. 
Mr .Chairman, undcr tho circumstances, I almost 
regret to toll you (but not quite) that, in 
1930, the Poultry Pools of tho Prairic Provinces 
also appcared before tho Tariff Board asking for 
‘upward revision of the tariff on egges.' Certainly 
the West has given,in its tariff—-attitude, a 
romarkable exhibition of choosing the side its 
bread is buttercd on. 
Western Canada marketed in HZastorn Canada 
113,000 ,000 pounds of pork last ycar (valued at 
$15,627,000) and 116,000,000 pounds of beef and 
veal “(valued at $9,000 10005), “the advaloren rate 
on pork is low, about 13 p,.c., the advalorem rate 
on beef and voal, at present prices, runs over 
60 p.c., (and that rate seens hieh)s Ati ree, 
I eonfoss, I thought the protection on becf and 
veal was ineffective , until I was rominded of 
Argentina's shiments to the United Kingdom, 
and our own interest in securing north-bound 
traffic that the Argentine may buy our factory 
products in greater volume. The old motto of 
‘buying from those that buy from us! has 
wide and diverse application." 
May I digress for one moment from the brief to 
refer to a momorandum which was sent to mo this 
norning by en official of the Liquor Control Board. 
I was amazod to find that Manitoba, low-tariff 
Manitoba, undertook by regulating prices to ban the 


import of beer frm this province, ar. froo-trade 
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Saskatchewan by 2 prohibitory cnactmont has bannod 
the importation of boor from Ontario Cntirely. 

"Basket abawan has more horses than poople 
and ships horsos to Ontario. Tho West docs not 
soriously try to tan its own hidos, or wcoavoe 
its wool; and markets nost of its hides and 
calfskins and some of its wool with us at an 
annual turn-over of sevcral more millions. While 
the West has substantial industrialisn, its 
official pride is in primary produetion. I shall 
not try to read the West a lesson in cemonie 
policy; but I sonctincs think, if tho millions 
of statc-funds, (provineial and fcodoral) expended 
on wheat-secd that blow away, had bocn put into 
milis, and factorics, the Wost would have been 
able to clothe itsolf and provide nost of tho 
goods of life. 

Whatever tho morit of tho ease against the 
tariff you will not find it in tho brick “of the 
Regina Confcrenec,. The long-drawn ery of 
THastern Exploitation’ lost its savour the moment 
it was converted into ‘ters of money". Personally, 
I confess I thought the West had gone grievance, 
but began to suspoet there was decp-water in sight 
when the economists introduced their items for 
the Account Rendered with the statomcnt: 

"No claim is made for its accuracy other than 
what ordinary common sonse and objectivity ean 
providet, 

Woll! Mr.Cheirman, I have alrcady confessed, 
I am not deeply versed in the technicalities of 
monetary cconomics, and I havo not kept abreast of 
the tariff; but I am strong for ‘ordinary common 


sonse'’. However, I an not always at poace with my 
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ncoighbors on tho subject, for I an constantly 
diffcring with pcople as to what ordinary common 
sense is. And I am evcon in disagrocnent with 
the ocononists of the Rogina Confercneo when 
they complain about an ‘'execss price’ of washing 
machines anounting to $79.50 apiece, and say 
that the average household oats 25 pounds of 
raisins and 30 pounds of pruncs a year: I ani 

in disagrecnent bocause ny brand of common sengo 
tells me that, cither tho figures arc wrong, or 
the pcople aro all right; at least better off, 
than the pcople with whose public affairs I an 
largely entrustcd. 

Mr.Chairman. The balance of loss and gain botwcen 
the provinecs ‘in terns of noncy* is not to be 
determined by taking only tionctary and tariff 
policies into account. Othor hnoney-ad justnents 
have to bo made to determine the ocononic 
relations bctweon the provinees. If it is the 
intention of this Comission to cheek tho Account 
Rendered, this government will ask for the 
inclusion of certain other nattors bearing upon 
provincial relations including: 

1. Tho distribution of fcderal expend i tures 
for railways on a per caput basis by provinces. 

«. The country's annual burden for the 
Hudson Bay Railway, which, with teorninals, cost 
well over fifty millions; and it is not to be 
forgotton that the railway was built exclusivoly 
for the benefit of tho Wost on a ploa of disability 
in shipping its wheat to tho world's markcts. 

3. The relation of domestic and cxport rates 


on tho rail haul of whoat from the prairies to sca~ 
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board and ( following the method adopted by 

Manitoba in determining ‘excess' prices) it will 

be as well to have a comparison of export-rates 
between Canadian and American railways. By way 

of illustrating the substance of the account I submit 
the following extract from Reference No. 84, May, 
1936, of the Tariff Board: 

"The Canadian Railways admit, however, that 
the rates on petroXeum products are higher in 
Canada than in the United States but they point 
out that the Western Canadian farmer pays very 
much lower freight rates on grain than the American 
farmer, the difference being approximately 15 
cents per 100 pounds or 9 cents per bushel.’ 

I shall not attempt to compute the ‘excess’ 
burden shouldered by the people of the eastern 
provinces, as a consequence of what I am told are 
the world's lowest per mile rates on wheat, but 
multiplying the number of bushels of wheat 
exported (in even a bad year) by nine cents gives 
promise of being a substantial sum. 

4. The ‘tariff disability’ of the central 
provinces in the matter of coal for, although 
Ontario and Quebee are the largest users of coal, 
they rely on imports for supply. (The Federal 
Government's expenditures in assisting the move- 
ments of western and maritime coal shouldbe 
taken into the Account. The Federal Government even 
assists the shipment of coal between the Westem 
Provinces). 

5. The ‘special grants’ from the Federal 
Treasury for the production of wheat whether by 


way of credit cxport subsidics, grants to the 
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pools, state aid in marketing wheat, including 
losses from speculation, and generally the 
‘compensation’ the West has already had from the 
Federal Treasury. 

I mention these matters; I have others on my 
list; but of ayers the Province of Ontario has 
no intention of rendering a counter-account to 
the other provinces. Statistically speaking, the 
principle of ‘compensation for disability' isa 
wash-out. Instead of rendering accounts to euch 
other ‘in terms of money', or any other terms, 
we would all be better employed, working together 
for a greater and safor Canada. The spectacle of 
the northern half of a Continent in the New 
World possessed by about cleven million people - 
and nearly one million who cannot provide for 
themselves -iS not a pleasing one. In the mood of 
the times, with people in the Old World killing 
each other off to make elbow-roem, it may become 
a tragic spectacle, 

Mr.Chairman, it has not been an agreeable 
task, this working over accounts presented by 
Sister provinces; in fact, particularly 
disagreeable in view of the mal-formation of the 
accounts. Frankly, our first thought was to 
ignore the briefs of the Regina Conference, but, 
in view of their wide-spread publication, we 
decided to make it plain that the professors had 
left much out of their rendition of the story 
of the Relations of the Provinces. 

Tie provinces are fiscal ontitices. No doubt, 
some of them find it hard to provide out of their 


own cconomic resources what the people would like 
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of social service. The remedy that first suggests 
itself is amalgamation; I have not dealt with 
that phase of the matter for an obvious reason. 

I can understand why there should be objection 
to loss of provincial identity. Prince Edward 
Island! New Brunswick! Nova Scotia! “here is a 
depth of affection in those names so dceply seated 
in history, it is not to be measured-in torms of 
money'. Sot the boundaries of Manitoba, Saskatchewan, 
Alberta and British Columbia over the map of 
Europe and you will find they overlap great Hmpires. 
Their future is not to be visualized ‘in terms of 
money’. Quebec! Ontario! We have had our 
differences - grievances, that were not to be 
settled in ‘terms of moncy'. But we came out of them. 
Not by the mandate of central authority; we came 
together through the will of the people of the 
two provinces, and a mutual affection for one 
flag over a common country. 

The incidents of modern public life are, indeed, 
complicated; perhaps, particularly so, under a 
federal system, but surely we shall, sometime 
soon learn to shape those incidents by a public 
policy designated to one end; the prosperity of a 
free peop..d. 

During your investigations, sir, you have heard 
much of the ‘social services'; may I suggcst, sir, 
that the need for those ‘social services’ has 
come largely through the lack of a national economy 
that insures a wide distribution of the proceeds 
of productive effort. The State is larga y 
responsible. The State will pay the penalty with 
its life - unloss it shapes its policy for the 


profitable employment of the great mass of its 
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citizens. Tho government that arranges an 
cconomy under which one family out of cvory tcn 
lives on ‘social services! cannot survive; and 
does not deserve to survive. 

The world's economy is never Statics ot As 
under constant change; and chango, in the form 
of cconomy of labour, has come upon us, through 
the war; and through the depression, with 
revolutionary foree. Can wo adapt oursolves to 
the cconomic change of the times and still 
preserve sclf-government? I rosclutely refuse to 
think othcrwise. The fcodcral system. withoedte 
balance of powers, was willod to uss, loss ‘than a 
hundred years ago; Ontario*s Government bclicves 
that, with thc oxercise of prudent economy, the 
people of the Nine Provineecs ean bo prospsrous 
and still preserve their political heritage. 

THE CHAIRMAN: Mr.Hepburn, may I tkank you and the 
Government, for the welcome you have extended to us. And 
may I thank you personally for the very kind tcrms in 
which you referred to me, 

We have undertaken avery difficult, arduous and 
complicated task. We are endeavoring to discharge it 
to the very best of our ability. 

We welcome assistance from all governments and all 
organizations interested in the problems we have to 
consider. We therefore welcome tho briof you are present- 
ing to us and the other chapters which will follow 

There are a numbor of points in tho briof you 
havo read upon which wo would liko furthor information. 
We, howover, will follow your suggestion and aftcr wo 
havo hoard Mr.Waltors we will ask cortain questions in 


reforencs to it, in ordor that wo may obtain the additional 
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information we roquirec. 

Thorc is only ono point on which I think I should 
mako an obsorvation, just to prevent any possiblo mig- 
apprehension, and that is in roforence to the functions 
of this Commission. Wo were not appointed and we do not 
understand our function to be, to rceviso the consti tution. 
That is not the purpose for which tho Commission was 
appointod, nor do we intond that to be our object. 

Wc are a fact-finding body. it is our duty to investigate, 

ascertain the facts and mako our report. If on the facts 

as wc find them it would appear that thore should be 

some change in the financial rcolations between the 

Dominion and the provinees. It is our duty to recommend 

what those changes should be, but our rocommendations 

must be within the strict limits o@% a Federal constitution. 
You will recall the fourth paragraph of the 

ordor—in-council is as 2ollows: 

"That the Commissionors be instructed to consider 
and report upon the facts disclosed by their 
investigations; and to express what in their 
Opinion, subject to the retention of the distrib- 
ution of legislative powers esscntial to a proper 
carrying out of the federal System in harmony 
with national neods and the promotion of national 
unity, will best effect a balanced relationship 
between the financial powers and the obligations 
and functions of each governing body, and conduce 
to a more efficient, independent and economical 
discharge of governmental responsibilities in Canada." 

Any report which we may make will depend for its 
value on its inherent merits. It may be good or bad, Its 
value will depend solely upon its morits. The report, of 


course, must be followed by a conference such as you have 
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Ssuggcsted, or some mothod whereby the Governments of 


the Dominion and the provinces moct together and 


confer on those various problems with a viow to thoir 


solution. 


The brief, Part 1, will be filcd as exhibit No. 


296. By that number of tho bricf you will appreciate the 


amount of labour wo havc had so far. 


EXHIBIT NO. 296 - Book I of Statomcnt by 
Government of Ontario. 
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MR. LANG: Mr. Chairman, in Book II which has 
been distributed, the table of contents indicates that the 


next subject to be taken up is the subject of the 


"general background' . It has been suggested that it 
might meet your convenience, if, instead of proceeding with 


that subjedt now, we go on with, "The problems of finance 
and taxation", as flowing naturally out of the presentation 
by the Prime Minister. 

THE CHAIRMAN: That is quite satisfactory, Mr. Lang. 

MR. LANG: If that is agreeable, then, Mr. Chester 
Walters, who is the Controlle: of Finance and the Deputy 
Provincial Treasurer will proceed with this item, the 
"Problems of finance and taxation." Before Mr. Walters begins, 
I wonder if I might ask whether you would be agreable 
to Mr. Walters remaining seated while he makes his 
presentation. 

THE CHAIRMAN: Yes, that is quite all right, Mr. Lang. 

MR. LANG: It has been suggested that I might indi- 
cate the extent with which Mr. Walters will deal with 
this subject. I think if we proceed with the main sub- 
ject under the first item,"The constitutional basis of 
Canadian public finance,“ we will use up all of 
the time which we have to-day, as it is now nearly four 
o*olock. 

THE CHAIRMAN: We normally sit until 4.30, Mr. Lang. 

MR. LANG: Yes, I know that, but if that subject is 
covered, then we will proceed to the next item, "The 
distribution of Dominion revenues and expenditures by 
regions." 

MR. C. WALTERS, Deputy Provincial Treas’.rer, was 
called. 

MR. VALTERS: Mr. Chairman and Members of the Commission: 
I preaume it would be satisfactory, sir, if I began to 


read from the brief and es this matter develops, refer to 
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certain schedules which will be submitted. juestions 
will arise which will require explanation; I shaldi 
welcome any questions and to the best of my ability, I 
will answer them, either with the schedules submitted 
with additional schedules to be provided or with a 

verbal explanation. 

THE CHAITRVWAN: Thank you, Mr. Walters. 

MR. WALTERS: I hope it is no reflection upon my 
physical condition that I am allowed to sit down? 

THE CHAIRMAN: We cannot refuse any request which 
lup, Lang makes, you know. 

MR. WALTERS: I might say, at the outset, sir, that 


there is beside me Professor K. W. Taylor, Professor of 
Political Economy at MacMaster University, who has 


prepared the schedules and is in advance of the printer. 
He will assist me in finding those schedules until we 
get them into some form. 

MR. LANG: Might I explain, before Mr. Walters, 
proceeds, that we apologize for the lack of those schedules, 
Mr. Chairman. “he printer has been very slow, but there 
are a few here now. The rest are supposed to be here in 
a moment and it may be that they will not be needed thas 
afternoon. I am hoping tuey will not be needed, but we 
have three copies with Mr. Fowler now. 

MR. \JALTERS: I shall commence the reading of book 
numbcr two at page fourteen. 

‘public Finance comprises revenus, expenditure 
and debt. The powers of the respective sovernments 
in these matters are prescribed by the British 
North Amcrica Act and have, in the course of ycars, 
received claboratc interpretation by the Courts. 

It is doubtless unnecessary to recall to the 


Commission the details of the provisions and the 
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""comploxity of the interpretations. In summary 
form it may be said that the sources of the revenues 
of the province, apart from the net revenue from 
government owned enterprises are to be found 
chiefly under the following soctions of the British 
North America Act: 
Section 92 (2)--Direct taxation within the 
Province; 
92(3)--Ihe borrowing of meney on the 
credit of the province; 
v2 (5)--The management of Public Lands, 
And under this, I presume, would come such things as 
the operation of the T,. and N.O. 
92 (9)--Shop, saloon and other licenses; 
109 -~-The ownership of Natural Resources 
LS --Federal subsidies. 
"These sources of revenue are Limited by 
~.geetion 90 (the federal power. of disallowance), 
section 121 (the provision for interprovincial 
free trade), section 125 (the exemption from tax- 
ation of Dominion and provincial property), and by 
the sweeping terms of section 91 (3) which gives 
to the Dominion power to raise money by any mode 
or system of taxation. 
The sources of Dominion revenue arise chiefly 
out of: 
Section 91 (2)--~The regulation of trade and 
commerce ; 
91 (3)--The raising of money by any 
mode or system of taxation; 
91 (4) --The borrowing of money on the 
public credit; 


91 (5)--The postal service; 
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"91 (14)--Curreney and coinvze; 

91 (15)--Banking and tho issuc of paper money; 
91 (20)--Legal tender. 

"The adequacy of sources of revenuc can be 
considered only in relation to the sponding functions 
of governments. 

The principal spending functions assigned to 


the province arc: 

The management and development of the Public 
Domain; 

Prisons and reformatories; 

Hoppitals, Asylums, Charities and Eleemosynary 
institutions; 

Municipal institutions; 

Public works of all sorts (except those assigned 
to the Dominion) ; 

Property and Civil rights; 

fhe administration of Justice and the main- 
tsnanee of the Courts; 

Education; 

Agriculture; 

The principal spending functions assinged to 
the Dominion are: 

Defence: 

Navigation and shipping; 

The postal services; 

The services of the public debt; 

Interprovincial railways and canels; 

Such other public works as may be declared to 
bo for the general advantage of Canada. 

It wes expected and intended, and for e full 
generetion it was a fact, that the federal subsidies 


and the revenucs of the Public Domain would provide 
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"a sufficiont revenue for the provines. But 


thirty ycars ago or more changes in the conccption 


of the functions of governmcnt profoundly altered 
the balance bctween spending functions and sources 
of rcvenuc. The dutics assigned to the province, 
which, under the simple social theory of the 19th 
century hed becn minor and inexpcnsive, have assumed 
a large and rapidly increasing importancc." 
I should also like to submit, sir, that in a new 
country, before production bccomcs gencral, there is 
not the great incquality of distribution of wcalth which 
you have in a more highly organized society such as we 
have to-day. I think that pwrticular factor has brought 
about the necessity for transfercnce of purchasing power 
through the introduction of progressive taxation. 
Continuing to quote from the bricf: 

"Botwocn 1870 and 1900 the per caput expendi— 
tures of both the Dominion and the province 
doubied. Rut between 1900 and 1937 (notwith- 
standing the War, the railway problem and the 

Dominion's assumption of part of the costs of 
relicf) the per caput Dominion expenditure only a 
little more then quadrupled; while the pcr caput 
expenditures of Ontario increased more than 
thirteen-fold. 

Any systcm of public finance, of taxation and 
expenditure, involves transfers of purchasing 
power. Govcriments collect moncy from once group 
of individuels and pay money to othcrs and, of course, 
overlapping groups of individuals. These transfers 
can be considered as bctween economic classes or 
groups, or as between geographical arcas. In tais 
section we estimate the transfers betwoon geog- 


raphical arees.arising opi of the Dominion system 
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"of public finance. 

An estimatc of the distribution of tho burdon 
of taxation rcquircs some cstimate of the final 
incidenee of cach type of tax. Tho incidence of 
any given tax varies to some extent with differ neces 
in the local or regional economy and in difforcnt 
stages of the business cycle; but thc broad prin- 
ciples of incidence are reasonably well established, 
and will apply over any reasonable longth of time. 

The geographical distribution of the collection 
of Dominion government rcevenucs has been cstimatcd 
on the following bases: 

1. Consumption taxes, i.e., customs, excise and 
sales taxcs, arc assumed to fall ultimately on the 
consumer, and have been allocated in proportion to 
the recorded value of retail salcs in cach region. 

It is gencrally agreed that in the long run consump- 
tion taxes rest on the consumer. Over shorter pcriods 
of time, however, they may be passed on by the or- 
iginal taxpayer only in part, or they mey be passed 
back to wagc-earners, to supplicrs of raw materials, 
or to other elements in the cost of production. 

This is most likely to happen in the case of goods 

of relatively elastic demand and especially in 
periods of falling priccs and declinin. business 
activity. When the rate of such taxes is sharply 
increased in a period of declining business the 
probability of the absorption of the tax by the manu- 
facturcr is very greatly increased. It is reasonably 
certain that in the ycars 1930 to 1936 a large part 
of the salcs tax, and to a losser extcnt of the 
customs and excise taxcs, was not passed on to the 


consumcr, but was Githcr absorbed by thc manufacturer 
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“or shiftcd backwards to tho morc flcxiblo elcoments 
in the cost of production." 
THE CHAIRMAN; Mr. Walters, upon what is that con- 
clusion bascd, is it bascd upon figurcs which you show 
as, Or is it a general argument? 
MR. WALTERS: I think I could substantiate it with 
figures, but I may give you an illustration. A timo 
of declining prices might find one manufacturcr with an 
empty warehouse and another with his warchousc crammcd 
to the attic. Numbcr two manufacturer has to mect the 
competition of number onc, although he has paid certain 
consumption taxes, such as rates of duty and sales taxes. 
He has to mect the competition of thc man who replenishes 
his store under different fiscal conditions. 
THE CHAIRMAN: Of coursc, he has to reduce his 
price to mect that competition. 
MR. WALTERS: Or keep his goods, and in that instance, 
number two manufacturer has paid the sales tax. 
COMMISSIONER DAFOE: That is the casc where the 
sales tax is @ecreascd and it catchcs one man with a full 
werehouse and another man with an empty one. 
MR. WALTERS: That is the reason hat cucce te hrought 
down by the Minister of Finance at Ottawa are secret or 
are supposcd to be. Ata time of dcclining markets, this 
condition inevitably follows. 
Continuing to quote: 
"Consumption taxes levied on ‘capital goods* are 
also unlikely to be passed on to the ordinary con- 
sumer in the short run periods of stagnant business. 
In other words, the essumption that all consumption 
texcs were born in proportion to the value of retail 
sales in each arca substantially ovcr-cstimatcs 


the shere oollcetcd, say, the Priaire provinces, and 
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“substantially undcr-cstimatcs thc sharc borno 
in Ontario. (It is admittcd that customs 
collections may not measure the full costs of 2 
tariff systcm, but this scction is primarily con- 
cerned with cstimating the amount of ‘transfer’ 
directly out of thc Dominion systcm of public 
finance. The beeszder issues of the tariff question 
are discussed more fully in anothcr section).* 

Latcr on, these fine points will be dealt with by 
Professor Taylor. 
"2. Income taxcs are not shifted, except in 

very unusual circumstanccs. The final incidence 
of the personal income tax is on thc porson who 
pays the tax. Tho final incidcnce of the corporation 


income tax is on the shareholders, and accasionally 


on other investors in the corporation. The burden 
of the corporation incomc tax on Ontario is over- 
estimated if, and to the extent that ‘foreign’ 
sharcholdings of corporations with hceadoffices 
in Onterio exceed Ontario shareholdings of cor- 
porations with headoffices clsewhere. 
3. The Gold tax (a small item in the years 
1935 and 1936), is distributed in proportion to 
the production of gold in the scvceral provinces. 
4. All other Dominion revenues (excepting 
the Post Office which is excluded from both the 
rovenuc and cxpenditurc figurcs amount to a 
figure that is from 6 to 8 per cont of te.al Donm- 
inion revcnucs--" 
These would not alter the gconceral picturc because 
their proportion is almost ncgligible. 
Wliond thesc ere allocated in proportion to the 


ncot valuc of production in cach gcographical rcgion. 
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MR. WALTERS: This Schedule deals with tax revenue, 
and you have the percentages down below, 

THE CHATRMAN: What page is that? 

MR. WALTERS: This is in Book No, o, Teble No. 3, which 
follows page No. 22, Mr. Chairman. It will be observed, 
Sir, that these geographical zones have been grouped into 
the Maritimes, Quebec, Ontario, the Prairie Provinces, and 
British Columbia. In 1928-1929, first I will take the 
Customs, on the basis that I have just set out, the tax 
collections arise in the following proportions: SL eeeranve is 
Maritimes, - this is millions of dollars; $41. in Quebec; 
$73.2 in Ontario; $43.8 in the Prairies; and $16.3 in 
British Columbia. The total, 187,2 millions in the Dominion 
of Canada, including the Yukon District, 

THE CHAIRMAN: Mr. Walters, that is on the basis of 
retail sales? 

MR. WALTERS: This is on the basis of the retail sales, 

THE CHAIRMAN: It is all right, I just want to have it 
clear in my mind, 

MR. WALTERS: Of course, some of the others, the income 
tax, - the incidence of the tax is on the taxpayers, and 
they are taken from the area from which they are collected. 
Then in the boom years, 1929-1930 the figure is constant in 
the Maritimes, 12,2, Quebec 41,1, Ontario 71.1, Prairies 
58.9, British Columbia 16, Total collections, 107.4 millions, 
You all have the schedules, I do not think you want me to 
read all these figures, 

THE CHAIRMAN: No, it is just if you wish to comment 
and draw our attention to any particular items in contrast 
that you think important. 

MR. WALTERS: Now, there is not much change, - I am 
teking the first year, the worst year of the depression, ifl 
may, 1932-1933, because that takes in the bottom of the 


depression, -— January, February, and March, 1933, in the 
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Maritimes the total collection of 5,1 millions, Quebec 17, 
millions, Ontario 28,8 millions, Prairie Provinces 13,1 
millions, British Columbia © millions; and the total customs 
collections in that fiscal year were 70,1 millions, Now, 
there was not much change, - I will read the 1936-1937 figures, 
that is the last fiscal year but one, ending Slst. of March, 
1937, the Maritimes GeS, Quebec 18,9, Ontario 34,8, Prairies 
15,8, British Columbia 7.9, and the total 83.8 millions, 
That is the total customs collections, 

THE CHAIRMAN: Mr, Walters, I was in error, I thought 
you were endeavouring to arrive at the amount paid by the 
people of each province for customs tariff on the basis of 
the retail sales in the province, I judge the figures you 
are giving us are the actual customs collections in thése 
groups? 

MR. WALTERS: No Sir, I am trying to allocate as nearly 
as possible the incidence of the tax burden in the different 
geographical areas, 

COMMISSIONER DAFOE: How do you sort out the imported 
goods from the general mass of retail sales, - by percentages? 

MR. WALTERS; You mean, if it is to classify the types 
of goods? We do not attempt to do that, I quite understand 
that certain goods were repeated several times over and 
goods may be transported from one province to another, for 
partial manufacture in Canada, 

THE CHAIRMAN: How do you get at these figures? Would 
you just explain the process, For instance, the Maritimes, 
what is the process by which you arrive at thet figure, 12,2 
millions in 1928-19292 

MY. WALTERS: We first take the total customs collections 
and we allocate it, I think perhaps Professor Taylor could 
tell you more briefly than I can, 

PROFESSOR KW. TAYLOR: Mr. Chairman, the method of 


allocation is to allocate the net customs collections by the 
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Dominion Government to the various areas in proportion to 

the reported value of retail sales, That is, the assumption 
is that a consumption tax is borne by the ultimate consumer, 
ordinarily, For example, in 1928, 6,5 per cent of all the 
retail sales recorded by the Bureau of Statistics, census 

of retail merchandising, - 6.5 per cent of the retail sales 
were made in the Meritimes. We therefore allocate to the 
Meritimes 6.5 per cent of the consumption tax, - customs in 
moos particular case, 12.2 millions is 6.5 per cent of 187.2 
which is the total customs collections, 

THE CHAIRMAN: Have you anywhere allocated it per 
capita? 

PROF. TAYLOR: In the tax collection? 

THE CHAIRMAN: You put this allocation for 1928-1929 
at so much for the Maritimes, Ontario and Quebec; how does 
Pawork out per capita? 

PROF, TAYLOR: That is a matter of arithmetic, Mr. 
Chairman, which we cen work out. We have worked out the 
per capita tax burden, but not these separate consumption 
taxes. 

THE CHAIRMAN: It might be due to the fact that one 
province was able to purchase and did purchase more than 
another; it may be due to the purchasing power, in a measure, 
in the different provinces; and it may be a per capita 
distribution would show approximetely equal purchasing power 
for all the provinces, I was just wondering what it would 
be. 

PROF. TAYLOR: That is probably the point there, Sir, 
that as the purchasing power goes down the burden of the 
Dominion tax goes down; that is, the customs and sales tax 
and excise tax, the real burden only falls on each area in 
proportion to the consumption. That is, the consumption 
that passes through the ordinary channels of trade, 


GOMMISSIONER DAFOE: You assume the ratio between im- 
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ported goods and goods of home production is pretty cone 
stant throughout all the areas of Canada. Obviously, if one 
province's retail sales consisted entirely of imported goods, 
or a very large percentage of imported goods, these figures 
would be out of line? 

PROF. TAYLOR: Yes, 

COMMISSIONER DAFOE: You make that assumption? 

PROF. TAYLOR: Yes, it assumes they are aporoximately 
even. 
MR. WALTERS: It would also be effected if ons vrovinces 
got in raw materials and another province manufecturered too. 
The next item,of consumption tax, excise, the same 
method of allocation hes been taken, I do not know, Mr. 
Dafoe, do you think the same objection would apply there? 
The same argument that you raise there would not so likely 
apply on excise, - on goods subject to excise tax as the 
customs tax, 

COMMISSIONER DAFOE: No, perhaps not. 

MR. WALTERS: However, this is the method adopted, and 
I suppose if any method adopted, so long as it is clearly 
understood - - 

THE CHAIRMAN: Yes, all we want is to understand it, 
Mr, Walters, so that we will follow your argument, 

MR. WALTERS: It is uniform throughout. The excise tax, 
I will take the first year, 1928-1929, the collections in the 
Maritimes is 4,1, - speaking in millions still, Quebec 14.1, 
Ontario 24,9, Prairies 14,9, British Columbia 5.5, out of a 
total of 65.7 millions, 1929-1930, Maritimes 4.4, Quebec 
14.9, Ontario 25,7, Prairies 14,1, British Columbia 5,8, a 
total of 65, There may have been changes in the rates there. 

THE CHAIRMAN: Mr. Walters, under excise you include 
both excise duties and excise tax? 

MR. WALTERS: No, Sir, excise taxes are shown below, 


the next caption down, In the years 1933-1934, the same ones 
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to which I refer in the customs, the revenue from excise in 
the Maritimes was 2.6 millions, Quebec 8,4 millions, Ontario 
14,7, Prairies 6.6, British Colvmbia Sel, a total of 35.5 
millions. Then in the last fiscal year but one the Maritimes 
Se#, quebec 10.4, Ontario 19,1, Prairies 8.7, British Col- 
umbia 4,3, out of a total of 46 millions, 

THE CHAIRMAN; What inference do you draw, Mr. Walters, 
- take Ontario and Quebec, where the population is not so 
dissimilar as these figures would indicate on a per capita 
basis, take 1928-1929, 14 and 29, the population of the two 
provinces does not stand in that ratio, What deduction do 
you draw from it? Thet more is paid in Ontario thon in 
Quebec? 

MR. WALTERS: Well, there may have been many causes; 
the administration of the liquor laws would make a great 
difference, to begin with, You are very familiar with that 
in your customs enquiry, - the Royal Commission on Customs, 

I think that would be one of the big factors there, 

THE CHAIRMAN: In the customs, 1936-1937, Quebec is 
18.9 and Ontario is 34,8. That would make quite a per capita 
difference, taking the population of the two provinces. I 
was wondering what deduction you draw from that, What is the 
Breniriceance of it? 

MR. WALTERS: I think one deduction is this: The pur- 
chasing power, perhaps, of the two provinces, being greater 
here than it is in the Province of Quebec, or vice versa, 

But it depends upon the purchasing power, either of the 
resident population or the tourist populétion,. 

THE CHAIRMAN: That would appear to me to be a natural 
deduction, but I did not know whether that is what you had in 
mind, 

MR. WALTERS: I think our population is more urban than 
theirs, 


PROF. TAYLOR: I might add, Mr. Chairman, the incidence 


B88 Ye Ehbs 2) 51 
. dare ots aa. ia 
“F590 EAP ate Lele apis . | | 
snmp £27, ¥ 
KA RET ay of 
ol aLaged 2A. 
viae fini 


Ligeg gis ; 


Lud iS : 
‘3 , Fuwsdi - fF 


e403 2 Luge 


gf cur 3¢ 1 ree 


a oat VYadJ 
‘ nit Sei! t-iw 


7468 


of a pe 2ant economy, - that is, of a farming economy, — 
which does not get its commodities by buying them in a shop; 
there is probably more of that in Quebec than there is in 
Ontario, and I think, if I may say, the tourist expenditures 
are extremely important, the volume of retail trade in 
Ontario, 

COMMISSIONER MacKAY: Do you think that method of dis- 
tributing the tax, according to the recorded value of retail 
sales, is fair when you consider such a thing as a sales 
tax, where the tax is paid largely by the manufacturer? 

MR. WALTERS: It is difficult to find a test that will 
etand up. . 

THE CHAIRMAN: You are doing your best to try and work 
out some test thet will give the best basis for comparison, 

PROF, TAYLOR: I might just adda word, there are certain 
stetistical refinements which one can suggest, but we here 
in Toronto have not the facilities for statistical infor- 
mation that there is available in Ottawa, I should suggest, 
for example, you might modify the retail sales by construction 
contracts awarded, but we were unable to get adequate series 
of construction figures broken down by areas here in Toronto, 
I understand they may be available for some of the Depart- 
ments in Ottawa, It is possible, for example, you may have 
to break down retail sales a little bit to include the 
importance of tax-exempt commodities, but I have been over 
the case very carefully “it? various authorities, and this 
was the best and most substantial basis of allocation we 
were able to arrive at, 

COMMISSIONER MacKAY: They might not stand up under 
any particular tax, but you think that over the whole field 
of taxation it is relatively fair? 

PROF. TAYLOR: Yes. It would be very silly to take 
the tax on some particular type of automobile tire and 


allocate it on the basis of general retail sales, but I per- 
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sonally feel reasonably certain, - and I do not know of any 
better way of allocating it, any fairer way of allocating it, 

COMMISSIONER MacKAY: When you take the whole field? 

PROF. TAYLOR: I think you can break them up into con- 
sumption tax and certain other types of tax, but taking 
consumption tax as a group I think that can be ailoeeted fairly, 
For example, in alcohol excise, undoubtedly if there isa 
substantial veriation in liquor consumption Der capita between 
provinces, a difference in retail sales, - there is a little 
error there, I may say. I am sorry I have not the figure 
here, but I made a test for one yeer, so to speak, the best I 
could, and we were out only in the decimal places, compared 
with retail sales, 

COMMISSIONER ANGUS: Do you think in the case of the 
customs duties, which you are comparing, thet it is possible 
Some parts of the country use a higher proportion of foreign 
goods than others? 

PROF. TAYLOR: It is possible, I am not quite sure what 
apperent inference from thet follows. I can imagine in 
certain perts of British Columbia, where there is a very large 
English population there may be a larger proportion of English 
types of goods sold there than in perhaps certain other parts, - 
the Province of Quebec, for exemple, where there is no large 
carry-over of taste, 

COMMISSIONER ANGUS: Supposing that would be dutiable, 
would that mean British Columbia, according to this type of 
calculation, was paying a higher proportion of the customs 
duty than if it bought in Canada? 

PROF. TAYLOR: You mean if British Columbia, on the 
whole, prefers imported goods to Canedian goods? 

COMMISSIONER ANGUS: Yes, 

PROF. TAYLOR: Yes, if there is any marked difference in 
the consumption of imported as against domestic manufacture 
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COMMISSIONER ANGUS: For the sake of argument, assume 
they use more small English cars, 

PROF. TAYLOR: Are the English cars dutiable? 

COMMISSIONER ANGUS: Yes, I think so. What you pro- 
portion is the actual tariff collected, - the actusl revenue 
of Canada, not the increase in price to consumers M‘ising 
from the tariff? 

PROF. TAYLOR‘ Well, we are allocating the actual 
revenue; we are not trying to measure tariff burdens by 
themselves, 

THE CHATRMAN: It is now 4.30; we will continue this 
interesting discussion at 10,30 in the morning, 

At 4.30 p.m. the Commission adjourned to resume at 10,30 


aem, Tuesday, May Srd, 1936, 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


TORONTO, ONTARIO, MAY 3, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
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Parliament Buildings, 
Tovonto, ,Ontario, 
May 3rd., 1938. 


MORNING SESSION. 


The Commission met at 10.30 A.M. 

THE CHAIRMAN: Mr. Walters, we were discussing those 
interesting figures when we adjourned last night. 

MR. WALTERS: Mr. Chairman and members of the Commiss- 
ion: We were discussing the distribution of dominion 

revenues and expenditures by regions. We were at page 16 

in book No. 2 and we were dealing with the schedules, 
Table No. 3 in Book No. 3. And in order to take up the 
thread of the narrative where we left Off. last nightie LT 
should like to ask your Dommission to have Professor 
Taylor deal just briefly with the difference between excise 
and customs taxes and clear up, if it was not made 
thoroughly clear, this allocation of the consumption taxes 
on the basis of retail sales. 

THe CHAIRMAN; Thank you, we will be glad to hear 
Professor Taylor. 

PROF. TAYLOR: Your Lordship and members of the 
Commission; Perhaps I might just gather up the threads 
by explaining, in the first instance, the purpose of this 
section. 

We are trying in this section to show what part or 
what proportion of the Dominion ees come out of or 
are borne by the people of Ontario over the past ten years, 
We also go on to cstimate the transfers of income or 
transfers of purchasing power which arise out of the 
Operation of Dominion public finance, out of the collection 
of revenue and expenditures of ine Dominion government. As 
I said yesterday afternoon it is in no sense an attempt 
to measure the burden of the tariff or anything of 
that sort. It is purely a method of indicating a necessary 
line of inquiry, we believe, to measure the incidence of 


Dominion taxation and the effects of Dominion expenditures. 
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COMMISSIONER ANGUS: Can you always separate the 
incidones of taxation and the burden of the tariff? 

I am not discussing the burden of the tariff now, but take 
for instance the consumption of sugare The people who 

buy cane sugar pay perhaps more Dominion taxation than 
those who buy Canadian-grown sugar, but are not really all 
consumers of sugar in much the same position in contrib- 
uting some cost to national services and policies? 

PROF, TAYLOR: Yes. I think there are, however, 
two questions. The question we are trying to answer is 
this; I can perhaps put it this way, that in 1936-37 the 
Dominion Gevernment collected some $411,000,000 of revenue, 
The collection of that sum of money involves both direct 
and indirect effects. For the moment I want to deal 
solely with the direct effects. In other words, 90%. 
whom or on what groups did that burden of $400,000 ,000 
fall? 

I agree of course, that any government expenditures, 
any government revenues have very far reaching indirect 
effects. We hope and expect to deal with that broader 
question a little later in our statement but for the 
moment I am trying to confine myself to measuring the direct 
and immediate results of the operation of the Dominion 
system of public finance. 

Take for example the consumption taxes we were 
speaking of yesterday afternoon. The Dominion Government 
collected last year, in the year 1936-37 some $84,000,000 
in customs revenue. The question we asked ourselves was 
how that $84,000,000 ought to be distributed over the 
various provinces 6r ogonomic regiens in Canada. 

Now, there are at least throo ways in which you could 
distributo that $84,000,000. You could, of course, distrib- 
utc it on the basis of whore it was colleetod. Those 


figures arc availablo of course from the Auditor General's 


aie; 
reyes peels pmo baa 2 


y piles tue Pitino ‘to uaa sa 


sient at enaians embe ont ens at ss9i8 9 
festetiog fae ascivior Isnolvan ot tn 
srevewod ,ate etedt dues % veet :HOLYA 


we oy 


iP at teWwem ot-aniyiy ota ow ‘Ackteoup ott 
od¢ SE=aG0L- ni taedd. , yBH atte ot ug on ‘an or 
sopivvex To 009, 000,Lis§ sume’ hotosl Loo oie a 
a toarlhs dfod sevfLorat.yorom Yo" dium tei to nokigastoa oft _ 
a Lsobh os Snes X Adomod ee tot” " satnaite soottbak baa 
ze wor +t -auairbow ago iat" satsette’ toonth oat atin viotoa ip 
. 000, G00, COA$ to debiud tedt BEA segcricts ‘tne tp 50 most ani ane 
P ottes ' 
oT ys Loaagee dnomerevog tne tedt’ ‘oetuen io setae i iy 
a foatibal ahittosor tat ‘tov ‘syed ‘eupnevet # comaxovon Yas 
- nohaond tend atin tech tseqite “pas aged of yetootie be 
( edd rot ted gHowsfete tuo 2 ‘west ‘sited L naatethaet sf y 
| foorlh ent gantavesam o2 Tloey enttinos of aotwny 1 spomeut 
sokuimog ext to cottwioqo edd Xe ‘au Lieet a? sLbeamtt brus 
seonaatt obiduq ze aor ovl, 
eiew on axes fMoktdaweaosd ond vLamemo amt ole : 
Snemmevo) nodsmkand. arte snidoiiod ue TahroTSO % aniaieoge 
000, O20, boa onpa. *Rdwes- tze¥ ade at (zaiore ‘tend ; betowiilne, 


| eaw eovivewweo- bolas aw sokvesip ont osinetere ‘eat? ano at 


ed? "avo Boyodskeeds- oc’ 02 tigua 200, 00, 26 “taste pon 


-Shaged at eastaor ‘oimosoes nb asonteong aucbtant. 
bivos uy doddw at agen oordt tabal ts oes erent 0, 
‘\ s@izdeib .coxuop to. ,Bipod -wey 066, (00,aet gouty stpdangeah, 
pe os ont Rpteni sie See, tL orotw “to euined ode a0 az atu, | 
a a aa "09 thud ate Got?*sez09 to ‘etdataare ome sowatt 


7474, 


report. It could be shown by tho provinees, and that would 
show, I may say, that Ontario paid in that very immcdiate 
and diroct way vory much more than our estimates show, 

THE CHAIRMAN: Of course, that would not be a fair 
MC aSure « 

PROF. TAYLOR: I am inclinod to agree, sir, although 
I noticei that was tho measure usod by British Columbia 
in their brief. 

If you come away from the customs duties to excise 
tax, the distribution according to the point wheroc they 
are actually collected is even more extreme. 

The second method that might be uscd to distribute 
this sum of $84,000,000, of which I am speaking, customs 
duties, would be on a strictly per caput basis. It seems 
to me that is not a proper nor a defensible measure of 
distribution. 

In the first place there aro very great yariations in 
the standards of consumption between different parts of 
Canada. For example, if you were to break it down still 
further and take a tax on sugar or tax on tobacco, I think 
it would be quite clear that you would allocate it on the 
basis of consumption. The people who pay the tobacco 
tax are those who consume, who use tobacco. It scems to 
me therefore that a division on a purely per caput basis 
is open to very obvious and disabling objections. 

Another reason why the por caput method of distribution, 
in my opinion, would not be satisfactory is the variation 
between different parts of Canada in the consumption of what 
I might call family produced goods, which are of course 
untaxed. The farmer who consumos and uses goods produced 
on his own farm pays no tax, of course, on those particular 
goods. And in my opinion we have no actual figures of it. 


There would be considerable variations between different parts 
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of Canada in the proportion of the total goods consumed 
which are untaxed bocause they were produced by the family 
community itself. 

It seoms to me, thorefore, that consumption taxes have 
to be allocated on the basis of somc adequate measure of 
consumption, and the only satisfactory measure we have in 
Canada, and a measure which I think is very satisfactory, 
is the record of the value of retail sales which is 
prepared under the census of merchandising by the Dominion 
Bureau of Statistics, These figures are almost unique 
in the Hnglish speaking worla, I believe. There are such 
figsres for some parts of the Un’ :sd States. They are 4 
very good index, a very good measure of the rolative 
volume of consumption in the different areas of Genada. 

As I said yesterday afternoim, certain refinoments 
might be added, such as ~dding to consumption ths value 
on puilaines, and porhaps some deductions for the sales 
of untaxcd goods. AS [ said in answer to a question 
yeaterday aftcrnoon, we did correct onc year for constructs 
ion contracts aw rded, which is not Quite the same as 
actual building operations, and we found i+ added Very 
Slightly to Ontario's share of the consumpticn taxes. 

We, therefore, divido this $84,00:),000 in proportion 


to the volumc of retail sales in cach provines oF in 


Perhaps, I should go on to say that that makes two 
assumptions, to which attention was callod yostorday. It 
assumes that the proportion of taxed and untaxed goods, 
that is, taxed and froe goods, that the consumption of 
those is cqual in the various areas, the proportions are 
equal. And aiso the high and low taxed goods are equal. 
It docs not mean, of course, that thero has to bo a common 


type of consumption in the area, but it does assume that 
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the proportions of high and low taxed goods and the 
proportions of taxable and tax free goods, in thc sales 
tax sense of that term, are substantially the same. 

Now, tho principal items that aro free under the 
consumption taxes, under the sales tax and under most 
customs dutics, are the ordinary staple foods. The 
proportionate consumption, that is, the proportion of a 
family's incomc going into staple foods which are free 
very largely of salos tax, and also customs duties, the 
proportion will be higher in an area where tho family 
income is on the whole lower. That is, when the incomes 
are proportionately lower a larger percentage of the 
family budget goes into those types of food, and in an 
area where family incomes are highor, a smaller proportion 
of the family's oxponditures goos into foods which, as 
I say, are largely untaxed. In other words, a correction 
of that sort would in my opinion increase, rather than 
diminish, Ontario's share. 

I mentioned yo terday we did do that for one year in 
allocating the revenues from alcoholic beverages. Alcohol- 
ic beverages are a very highly taxed commodity. We found 
that the figure was altered in no case by more than one 
per cent, that is one full point in the index; that the 


province which went up a little higher was the province of 


Quebec,s The other provinces were only changed in the 
decimal places. 

In other words, we have allocated these consumption 
taxes, which include customs and excise taxes, on the basis 
of retail sales. 

One further qualification which is mentioned in the 
text of the brief which was read in yesterday, and that 
is, we have assumed that all consumption taxes are passed 
on in full to the consumer. I think it would be generally 


agreed in the literature on public finance that that is the 
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long run cffect. In the short run howover, those taxes 

ay frequently be absorbed by tho manufacturer into his 
profits. In other words, the conditions of the market may 
be such that he cannot raise his price by the addition of 
the tax, or the manufacturer may pass part of it back in 


lower wages or lower prices of raw matcrials and things of 
that sort. 


By assuming, then, that the tax is tess::d on in Ts 
again I think we have been on the conservative Side, i¢ 
anything, Slightly underestimating the proporticns of these 
taxes paid by or derived from the province of Ontario, 

Ti CHAIRMAN: You have made the position very 
clear, Professor Taylor, Thank you. 

PROF, TAYLOR: Then, that covers the method of dis~ 
ccLaitton, sir, of the consumption taxes, the customs 
revenues, the excise duties: the old Excise Act, alcoholic 
beverages and the excise duties are under the Special 
War Revenue Act, and the principal being the sales tax, 

Then, No. 2, is income taxes, The porsonal income 


taxes, I take for granted will be generally agreed, fall 


on the taxpayers. The occasions when the personal incecme 
tax is shifted to somebody else are extremely rare in my 
Opinion. 

THE CHAIRMAN: My experience would agree with that. 

PROF. TAYLOR: Yos, sir.- It is alleged that Tt is 
the professional mom who sometimes co pass it on to their 
elients, sir. 

THE CHAIRMAN: I am afriad it is impracticable these 
days. 

PROF. TAYLOR: We are happy to have your agreement, 
sir. 

The corporation tax we have also allocated to the 
province in which it is collected. We say there in the 


brtef, this is at tho tc; 02% rage 1.7,°; paragraph ¢, the midds 
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of the paragraph: 
Tho burden of theo corporation income tax in 
Ontario is over-cstimatod if, and to the extent 
that "foreign" sharcholdings of corporations with 
head offices in Ontario exceed Ontario shareholdings 
of corporations with head offices elsewhere." 

In other words, the burden of the corporation income 
vax Taille, I take it, on the sharcholders and when we 
allocate to Ontario the total corporation income tax 
collected in Ontario we are in SrrOor,Only, savy Gi there 
are morc non-Ontario residents holding shares in Ontario 
companies than there are Ontario residents holding shares 
in non-Ontario companies. 

COMMISSTONER MACKAY: Have you any measure of that, 
Professor Taylor? 

PROF. TAYLOR: I know of none; sir. To my knuwledge 
i GO not think the Departments in Ottawa have evor attempted 
that, unless the Comnission?s own secrotariat is making 
attempts along that line, 

I discussed that question with Mr. Fraser Elliott 
some time ago in an entirely different connection, in regard 
to forcign investments in Ontario, and he felt it was 
practically impossible to make any break-down of that sort. 

THE CHAIRMAN; I should think there would be more 
non-resident sharehoiters in Ontario companies than Ontario 
Sharehoiders in non~res*4foent companies, by reason of the 
concentration of business in this province and the adjoining 
province, 

PROF. TAYLOR: I would say, sir, in that connection 
that if you take in all foreign shareholders, that is non- 
Ontario sharcholders, if you included in that non-residents 
of Canada, I think I would agreo with you, sir. But, I 


ém not at all sure, I am very doubtful, as to whether there 
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aro more non-Ontario sharcholdcrs residont in Canada holding 
Shares in Ontario companics. There are somo figures avail 
able on the so-called unoarned income in various previnces, 
which I think show tho concentration of unearned income 

is not as large as commonly alleged in the at provinces, 

THE CHAIRMAN: Of course, tho Ontario holdings in 
foreign companics may be substantial. I am speaking of 
non-Canadian companies. 

PROF. TAYLOR: Yes, there must bo vory eye eteiey 
holdings in Ontario of Quobce corporations, sir, and also 
of non-Canadian corporations. 

THE CHAIRMAN: Yes. 

PROF, TAYLOR: The third point I consider needs little 
discuscion. The gold tax was only in existenes for about 
&@ year and a half and it is only a small item, and is dis- 
tz*buted in proportion to the production of gold in the 
several provinces. 

The other Dominion revenues, which include such items 
as the tax on Bank circulation, tho tax on insurance 
companies, the license and inspection fees, weights and 
measures, Flectricity Act, canal reccipts, radio licenses, 
interest on sinking funds and so on, taken altogether it 
is only a little over $20,000,000 or six to eight per cont 
of the total Dominion rovenues and those are allocated in 
proportion to the net value of production in each area. 
That is, I am not trying to argue at great longth on that 
particular method. It is a very small amount anyway, but 
it seemed to me it did not properly belong to rotail sales, 
Certainly tho tax on banking corporations and so on, and 
weights and measures and radio liconses, seem to be more 
readily allocatcd. If you wanted to go to a lot of $rouble 
you could probably break down tho radio licenses, but the 


total amount involved in that yoar was less than a million 
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dollars. 

On the basis of thoso allocations, Sir, you have table 
3 in the Appendix, which is summarizcd on page 18 of the 
second book of tho brief, I do not think it is necessary, 
sir, to look at Table 3 in the Appendix in any detail. a2 
I could just call your attention briefly to the figures 
appearing in the summary on page 18. The percentage figures 
which are in the sccond half of that Table on page 18 
indicate, as wo havo suggosted, that the proportion, the 
percentagc of Dominion tax collections coming in this sense 
out of Ontario has risen steadily and without interruption 
from the yoar 1928 down to tho last fiscal yoor, 1237, 2 
steady and gradual rise from 40.4 por cont to 45,3 per cent 
in the last yoar. 

You will observe, sir, that the percentages in the 
Maritimes, in Qucobec and in British Columbia have fluctuated 
within very narrow limits, if anything a very slight uptrend 
in the Maritimes; but there is really no change. The only 
othcr area in which there is any significant change is of 
course in the prairic provinces with a decline from 21,5 
per cent down to 15.3 per cont in tho last year. 

THE CHAIRMAN: Would that not indicate a very sub- 
stantial diminution in tho purchasing power of the people 
of the prairies? 

PROF. TAYLOR: Oh, yes, sir, I think that is obvious 
and I take that as being the obvious explanation of the 
thing. Our point, of course, is that in tho -- 

THE CHAIRMAN; I know you are dealing with another point, 
but it occurred to mo in looking at it that that was an 
ebvious result of the figures. 

COMMISSIONER MACKAY: You have not attempted to work 
out a Tablo for the years previous to 1928-29 have you? 


PROF. TAYLOR: No, sir. You could carry it back a 
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little furthor. Thoro aro physical limits to an individual 
or even 4 govornmont department carrying the figures back 
indefinitely. You could not go very much further back of 
this, bocausc the rotail Sales, while they go back to 1924, 
to tho best of my recolloetion, I think in the first two 
or throo years the census was rather experimental and [I 
would not like to rely very much on the retail sales in 
1924, 1925 and possibly, 1926. I think from 1926 on you 
could gct quite satisfactory figures. That isyy Liibink 
you could carry that table back on this basis another two 
yearse I do not think you could carry it back much further 
than thet. 

COMMISSIONER MACKAY: Do you think that table gives 
a fair picture for those years? Porhaps it does. Is it 
fair to take those years alone? You have that period of 
nine years when western Canada was subjected to very sorious 
disturbances because of the dcclino in the quantity and 
prices of wheat. You say perhaps it could not be done, but 
if it could be done would it not bo a fair picture to take 
a few years earlior? Do you not think it would be more 
normal? 

PROF. TAYLOR: There are two observations one might 
make in that connection. I would think the year 1928-29, 
from my general knowledge of Ganndian economy, is a pretty 
typical yoar, and I would bo a little surprised if carrying 
the figures back 2 couple more ycars would change it very 
much from the 82-5 por cont that that year shows Zor the 
prairies, 

COMMISSIONER DAFOE: I would think that is true, 
Professor Teylor. That pretty woll represents the peak, 

PROF. TAYLOR: I may say that we aro not arguing hore 
that Ontario always has paid and always will pay 45,3 per 


cent of the taxes and the prairies will only pay 15.3 per cent 
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The part I am arguing is that tho Operation of tho systom 
of Dominion public financo has transforred, has relicved, 
if you like, the prairies of a very heavy burden, a very 
large amount of taxation in the lcan yoars, in the bad 
years, and has transferred that burdcn largely to the two 
contral provinces. 

COMMISSIONER DATOBE:: Do you not think the word 
"relicvod" is wrong? They did not get the taxation thore 
becausc there was no moncoy on which it could be levicd. 

PROF. TAYLOR: Yes, what I meant to say by the use 
of the word "relievcod" was that the system of taxation was 
such that the relicf,is, so to speak, automatic. 

In other words, take for example, it is a little 
absurd, 42 the main source of Dominion revenue had been 
a tax on land the result would not have been the same in 
that area as if you took a tax on incomo and consumption. 

COMMISSIONER DAGOEY: Yos, I think that is truc, but 
I think in these discussions, you ought nover to loso Sight 
of the fact that Dominion taxation is uniform, and that if 
there is more rovenue coming from once area than anothor 
it arises simply from tho fact that there happens to be 
more wealth in that area, and that there is no reflection 
upon the district which makes the smaller contribution, 
becausoc the material out of which the contribution is mado 
is pera ton 6: 

PROF. TAYLOR: But, I merely suggest that if you 
could have a uniform tax it would not have that action. 

It might happon;in the caso of a uniform land tax it would 
havo operatcd somewhat differently. I should add that in 
tho caso of uniform land tax you would not have got the 
money in the way you havo donc. 

COMMISSIONER DAFOE: You would have got the national 


domain back on that basis. 
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COMMISSIONER ANGUS: You have not measured’. whe thor 
the rclicf given to tho prairios was excessive or not 
cnough, or just right? 

PROF. TAYLOR: No, I have bcon trying in this section 
to develop theso cortain matters of fact here. JI am not 
passing judgment. We do sir, in the closing words of this 
section, say we feel in Ontario we have borne a reasonable 
share, a full share, perhaps some of us think a little 
more than our full share, of the burden of taxation. 

COMMISSIONER ANGUS: Would not that depend upon how 
much the *?ncome had fallen in the prairies in relation to 
its fall in Ontario? 

PROF. TAYLOR: Yes, we say later on again in this 
section, or rather in the next section, that the burden 
of taxation is naturally related to the size of the social 
income. We also Suggest that we have not any satisfactory 
measures of social income in the different economic regions. 
That is a point we want to make in the remarks towards the 
end of thc week. 

THE CHAIRMAN: Yos, the solo purpose of these tables 
you are now giving us is to establish, so far as it is 
practical, the areas from which the Dominion derives its 
taxzation, its revenues, 

PROF. TAYLOR: Yes, sir. If I may put it this way: 
the majority of the bricfs submitted to this Commission, 
as far as I have been able to read them, have emphasized the 
burden of local taxation, provincial and municipal taxes in 
the area, and we fecl we cannot got a fair picture of the 
burden of taxation in Ontario unless you take all three 
kinds of taxation into consideration, Dominion, provincial 
and municipal. 

THE CHAIRMAN: That is correat, you cannot got a fair 


inquiry without taking tho three into account, I should 


ig 
“ ase 
. 0A 7 vat ai ans i" 


of aotentes ot \aalhnien ene.t apliat bed : 


ae 


abit, at Kesar a0 iti yas OW Ser a - 
nohtud add Jaan »nottese. tzon ont nt ‘said oe TO. snd! 
fetvge ett 2o gets mull os botoiet yitoevien at ‘nortaxad YO 
qiotem@tetiss ‘ue fon endow Tags thoyQen oan at " .emboat 
sonobget otmomos Tawrakiis any ct oiinene, intoos % earhaineit | 
ext namo eile ‘ped ok odem oF tame ow -dntog smh tna 
, toow wit ‘to Bro 
aeldnt eRods t) Seoqzeq. oice wii? -$0% ARB er 
el at aa <2) ob. ,H£etl¢noter 3) ab au. gokvta i eae Yo" 
ud t nevizok tohatard< ct cofde mong Bait ott Tapia 
| T asnaaiahiny e32 .nonhaaagt 
sw otds th tog yam TAT «che may. SOTO 0. a 
ehoee binmct} aide Ot BOF) tadney wre ird: oi to “gt tvotean ont 
eis boatnedgan oved ned fag ot olde mead vad, I ob tnt ef 
at noxtd Leqbosnua, one Letensvouq: -nokjaxst prool Te hobtud | 
ot to wut og. riot 26m soRaNe ow fest ow ban, Bote “oie 
een? Lis oar? wey eeelen attran: a note cust “ko ‘ Sepad 
te toatyc tg Be Cbd HORTMRODLEN6 ott selsexet, w abuts’ 
Laqiobuum ba 
aint + toa toaame voy .Poettos af ted? >iAMREARO ahr | : 
Sivedes I ,-avogun ote evult off galater duodiiw yitupeal” | 


. 


7484. 


think, Profcssor Taylors 


PROF. TAYLOR: As far as I am aware this has not bcen 


done in the othor provincial briofs submitted. 


( Page 7488 follows ) 
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COMMISSIONER MacKAY: Just going back to this table 
for a moment, Professor Taylor, you do not mean to imply 
that these ratios as of 1935--36 and 1936-37 are at all 
likely to become permanent? 

PROF. TAYLOR: «Are likely to become permanent, sir? 

COMMISSIONER MacKAY: I mean given reasonable prices 
for wheat and given reasonable crops, this structure might 
become changed, 

PROF. TAYLOR: I would say that given crops and prices, 
all good things might come unto us. 

COMMISSIONER MacKAY: It is an important thing for 
the Commission to wonsider, whether this is likely to 
continue or whether it is a temporary condition. 

PROF. TAYLOR: I would say that the answer to that 
question is this, that the Dominion system of public finance 
is such, in my opinion, that whenever the west runs into 
a series of lesan years the same sort of variation will 
recur. If you reproduce, during the next five years, 
conditions on the prairies which existed in the late 
twenties, I would expect the ratios to go back to the 
1928-29 figures. There is some evidence, I might say, 
in the fiscal year 1937-38 that there will be a significant 
upward turn in the western tax receipts and tax collections, 

The table on page nineteen, at the top, merely repeats 
the figures on page eighteen in the form of per caput ratios. 
These are the figures at the top of p@ ge eighteen divided 
by the population, I divided them not by the census pop- 
ulation for the year 1931, but by the estimated annual 
population. We point out on page nineteen that, 

“Dominion tax revenues in Ontario per head of 
population are about the same as in British Columbia; 
from 30 to 50 per cent higher than in Quebec; and 


more than a@ouble the figure for the Maritime 
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"Provinces. Compared with the Prairie Provinces 
they were 25 to 30 per cent higher before the 
depression, and have been almost double the prairie 
figures in each of the last six years." 

THE CHAIRMAN: On the per capita basis for 1936-37 


the prairies showed a very perceptible increase, as did 
the other provinces. 


PROF. TAYLOR: The total tax receipts rose also in 


that year nearly $79,000,000. 
THE CHAIRMAN: It showed a substantial increase in all 


the provinces. 
PROF. TAYLOR: There was a sales tax of eight per cent 


in that year. 

THE CHAIRMAN: British Columbia and Ontario were very 
nearly the same. When we were out in British Columbia, 
British Columbia objected to being placed on the same 
level as Ontario. The government thought it would be 
placing it in too fast company. 

COMMISSIONER DAFOE: The government said there was 
an attempt to put it in company too fast for it. 

PROF. TAYLOR: We can only let the figures speak 
“or themselves and let the chips fall where they may. 

COMMISSIONER ANGUS: I think this does bring us back 
to the point whether 1928-29 is really a normal year for 
the prairies because if they are subject to the ups and 


gowns which this indicates, would you not have to get a 
normel year by averaging? 


PROF. TAYLOR: I was going to say I do not want to 
get into the metaphysical relations, but I must say I 
have rather an objection to the conception of the normal 


year in Canada. 


COMMISSIONER ANGUS: I did not mean a normal year 
so much as using that year for the basis of comparison. 
PROF. TAYLOR: You will note I have deliberately 


refrained from putting this as an index number on the 
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basis of 1928 equall*mg 100. I think such a procedure 
would have invited legitimate criticisn. 

COMMISSIONER ANGUS: I am only thinking of it as 
linking it with the word, "normal". 

PROF. TAYLOR: Perhaps I was mislead into the use 


of the word. We use it a good deal in this part of the 
country, sir. 


Passing on then, to the paragraph on page nineteen. 


We proceed 12 the next page to allocate Dominion govern- 


ment expenditure. JI have been given to understand that 


the Commission's own staff is making some careful in- 
quiries for this Commission. The resources at the dispoaal 
of this staff at Ottawa, doubtless will enable the 


staff to go into the matter in much more detail. We have 
attempted to produce certain allocations on a basis, we 


think, is sound and reasonable. We think it produces 
certain results which are significant, even if they are 
not to be taken as certified and correct by chartered 
accountants. These figures are not produced, stri:tly 
speaking, from an accountants viewpoint 
Quoting fram the brief: 
"Dominion government expenditures are more 

difficult to allocate. Certain expenditures can 

be allocated definitely to certain areas; for 

example, statutory subsidies, old age pension grants, 

relief grants, coal subsidies, wheat subsidies, pub- 


lic works, sto." 
THE CHAIRMAN: There is no real difficulty there as 
you are able to get the different expenditures in the 


different areas for those items. 


PROF. TAYLOR: The only difficulty, sir, is when 


you. come down to the smaller items. I had to allocate to 


each province in the table which follows the expenditure 


on experimental farms, in the respective areas. I have 
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allocated the expenditure for the lepartment of Fisheries, 
but there are limits beyond which you cannot go in such 

an undertaking. I understand that the Commission's staff 
is making an extremely minute breakdown and getting the 
actual payrolls for the different departments. We have 

not been able to do this. 

THE CHAIRMAN: I know the staff is trying to get as 
accurate infurmation as is possible, but I cannot speak 
of the details. 

PROF. TAYLOR: The first allocation is made in the 
first column of the table on page twenty. 

THE CHAIRMAN: Before leaving that first part which 
you have read--one would not question that--, but you say 
that the deficit of the C.N.R. has been allocated according 
to the tonnage of freight traffic originating in each 


area. For the moment, I do not just see why that should 


be the basis. 

PROF. TAYLOR: Well, sir, the deficit of the C.N.R. 
can be allocated in a number of ways. It can be allocated 
according to the miles of track, for example, but I do 
not think that would be very satisfactory. There is 
a suggestion in the next sentence on page nineteen that 
a larger part of the deficit might properly be charged to 
the fact that the freight rate structure, particularly 
on grain, is very much lower on Canadian lines than on 
American lines and that grain provides a very large 
proportion of that traffic. We allocated it on the basis 
of freight tonnage as a measure of the tuctfic. 

COMMISSIONER DAFOE: The higher the tonnage, the 


higher the proportion of the deficit. 


PROF. TAYLOR: Yes, it would work out in that way. 
COMMISSIONER DAFOE: Don't you think it might be 


reversed. The higher the tonnage the less the proportion 
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of the deficit: don't you think such an argument might 


be made? 
PaGls TALLOn: Lt Le not necessarily the higher tonnage 


per mite of traffic, it is just the total tonnage in the 
area. 


COMMISSIONER ANGUS: A perfectly useless line might 
account for a high deficit, might it not? 

PROF. TAYLOR: Of course, if you had no traffic in 
the west--taking a perfectly absurd situation--you could 


give the west all the deficit. My point is that the charge 
might properly be allocated on the basis of the use made 
of the line. I went through the C.N. R. and the C.P.R. 


accounts to see if any breakdown had been made between the 


eastern and western profitable areas. 

COMMISSIONER DAFOE: There was no breakdown up until 
the year 1925, when a breakdown was produced by the 
lawyers representing the western provinces at one of the 
freight rates investigations. It was shown very clearly 
that the profits of the C.P.R. were largely derived from 
the west and that thre was a closc relationship between 
them and the movement of wheat. This breakdown has not 
appearad since. In the Saskatchewan brief, if you look 
at it, there is a fairly eclaborate comparison of commodity 


rates in Ontario and in western Canada. If I remember 


correctly, I think Mr. Rogers had a similar calcuiation 
in his presentation to the Nova Scotia Commission in 
supvort of the same contention, that the freight rates are 
far higher in the west than in the east. 

PROF. TAYLOR: There is a statement quoted from a 
hearing of the tariff board. It was quoted yesterday 


in the Premicr's statement on page twenty-eirc t to the 
effect that the grain rates amounted to la or 18 per cent 


of the traffic and that the Canadian rates are nine cents 


Lower than compare»le rates in the United States. 
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COMMISSIONER DAFOE: Is that the rate right through 
to the seaboard or the rate to Fort William? 

PROF. TAYLOR: In the actual citation it does not 
say, but it does point out that, 

"Tre Canadian Railways admit, however, that 
the rates on petroleum products are higher in 
Canada than in the United States but they point 
out that the western Canadian farmer pays very 
much lower freight rates on grain than the 
American farmer, the difference being ayer ine 
15 cents per 100 pounds or 9 cents per bushel." 

That is taken from page 28 of the Premier's statement. 

COMMISSIONER DAFOE: It does not matter what the 
American rates arc, the point is do the Canadian rates 
for wheat, when there is a large movement, arc the rates 
at such a level that they involve the railways ina | 
LOSS? Of course the railways make an argument to the 
effect that it does, at least, the railways did in past 
years. The railways tried to get the rates up. The 
effect of the railway's argument is that wheat is moved 
at a loss, even when there is a large flow. It would 
follow from this that the railways would rejoice over a 
wheat failure in western Canada, but 1 do not notice that 
that is their attitude. 

PROF. TAYLOR: I am not an expert on railway freight 
rate structure, but I do know this that the problem of 
allocating costs per kind of traffic is practically 
insoluble and that it is done by certain very rough 
formulaes. I have not the slightest doubt, of course, 
that in the actual direct costs per train load from 4 
western point to Lake Head, there is a substantial profite 
My recollection is that half of the entire amount of freight 


traffic of all sorts is carried in ten weeks of the year. 
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The railways have to carry heavy peak load supplies of 
equipment and the interest rate g0es on with the clock, 


sir, all the time. 
COMMISSIONER DAFOE: That may be so, but it does not 


clear away the doubt of basing your calculations upon 
the tonnage. Are there not so many factors in connection 
with that that it is almost impossible to allocate the 
proportion of the deficit to be charged to any partiuular 
locality? 

PROF. TAYLOR: I think an allocation could be made 
on the general basis of the volume of traffic. I think 
I would be quite prepared, sir, if the Commission fur- 


nished those figures for the basis of © gross traffic 
collections by areas, to a furnish a ca™culation. We do 
have the freight traffic by areas and we have the passenger 
traffic by broad centres, but we have no breakdown of 


8 


gross collections by areas. 


COMMISSIONER DAFOE: That would be a different matter, 
but those figures are not available. 

PROF. TAYLOR: If the Commission could secure them 
and make use of them, I should be very much interested 
in seeing the results. 

THE CHAIRMAN: Professor Taylor, during the years 
preceeding 1930 when there was a large grain crop in 
western Canada, there was no deficit on the Canadian 
National, or , at least, a very small one. 

COMMISSIONER DAFOE: ‘The deficit rose as the wheat 
crop of western Canada disappeared. 

PROF. TAYLOR: The figures would show that in 1928 
the freight traffic originating in western Canada was 
36 per cent of the total. In 1931 it fell to 55 per cent 
and it has been falling very steadily ever since. It was 
down to 31 per cent in 1936. There would, of course, be 


a failry direct relationship between the volume of the wheat 
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crop exported and the volume of the traffic originating 
in western areas. In the year 1932, which was a fairly 
good year for a crop-- 

COMMISSIONER DA¥OE: There was a tremendous movement 
of a crop at rates which were disastrous to the grower. 
It was that year that, according to statements frequently 
made, the price of wheat fetl to the lowest point in 
three hundred years. 

PROF.. TAYLOR: In that year the west had 40 per cent 
of the total traffic. Corresponding to this very heavy 
movement in the west,--the cast was at the bottom of the 
depression, particularly in thc pulp and paper industry. 

COMMISSIONER DaFOE: It is largoly a lea in the 
dark, this calculation, but it might be indicative of 
sonc thing. 

PROF. TAYLOR: I have allocated the debt on a per 
caput basis. As we all know, a large part of the debt is 
attrivujable to war costs and pensions are a large part 
of the war cost. Here, again, I understand your own 
secretariat is making a study and allocating pensions 
according to the province in which the pension is paid. 

I am not sure what change this would make in the tables. 
The last amount is what migkt be called ‘tall other 
expenditures’ , It is chiefly the cost of what you might 
call the head office, the cost of the inside civil service 
in Ottawa, Justice and so on. I have apportioned this 


according to the weighted average and the sum total of the 


preceeding calculation. 


On page 20, sir, the figures are set out. In the 


first column are the figures for special benefits, I mean 
ones which can be definitely assigned to particular areas 
such as subsidies, grants-j i-aid of various sorts, and so 
third 


on. The second column is pension and debt and the 
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column is the C.N.k. debt allocated according to the 
method I have ind&cated. The fourth colum bey PALS. 
other", allocated according to the sum of the three 
preceding columns. This has only been done for two years. 
I can only say that this was done because of the great 
amount of time consumed and labour involved particularly 
in the calculations for that first colum. We were unable 
to carry it out for more than a few years. 

THE CHAIRMAN® It is a very interesting table, 
Professor Taylor, and must have involved a great deal 
of time and labour. 
PROFESSOR TAYLOR: One last point, sir; the table 

in the lower part of p ge 20 merely compares the pexcentage 
of revenues collected and the expenditures made in the 
various areas. These figures are taken from the preceding 
pages. Now in both points under consideration there were 
heavy changes of deficit, of course, made by borrowing. 
I suggest, in the long run, the proportion that can be 
allocated according to the proportion or distribution 
of Dominion revenue on page 21. This table brings all 
the figures together, Each region has been debited with 
its share of the deficit for the year and a balance is 
struck showing net transfers to or from each area resulting 
from the Dominion government's ordinary transaction. 
This has been calculated on the basis of the contributions 
to the Dominion revenue. “t is estimated that 45 per cent 
of the deficit can be allocated to Ontario and 16 per cent 
to the prairies, and so on, according to the net proportion 
each gives to the total of revenues collected, 4 division 

of the deficit and expenditures and a balance is carried 
out in the two right hand columns. This indicated that 
a bad&ance on operation of the ordinary financial trans- 


actions of the Dominion government resulted in a transfer 
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of $65,000,000 to the prairie provinces in one year and 
50,000,000 in the next. There was a transfer to the 
maritime provinces of ¥34,000,000 in one year and 
935,000,000 in the next. In Quebec it amounted to 
$14,000,000 in one year and $7,000,000 in the next year. 
and in Ontario it amounted to almost $80,000,000 in one year 
and $74,000,000 in the next. British Columbia trans- 

ferred out in one year about $5,000,000 and in the next 

year $2,000,000. 

COMMISSIONER MacKAY: You do not attempt, Professor 
Taylor, to put beside this any measure of the capacity 

of the different regions to pay. 

PROF. TAYLOR: I raise that question in the next 
section where I try to give the Dominion, provincial 
and municipal taxation in all areas. I recognize that 
problem at the end of that section. 

THE CHAITRVAN: Professor Taylor, you say, “The net 
result of Dominion government finance has been to transfer 
$75,000,000 or $80,000,000 from the province of Ontario 
for the benefit of the Maritime peeiinces and the Prairie 
provinces". Of course, what both the Maritime provinces 
and prairie provinces said to us was this, “That is a tax 
wollected from the more wealthy people who reside in the 
provinces of Ontario and Quebec, particularly in the large 
centres of population and which they have earned from 
income,in a large part, by business done all over Canada. 
Therefore, they are interested in and have to contribute 
towards the wealth of those provinces, what do you say 
as to that? 

PROF. TAYLOR: I might make two comments on that, sir. 
The general argument is one for which I have never seen 


any statistical support, though Il quite agree that it is 


a natural deduction. I might refer bréefly to 4 table 
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which I thought had been presented before. It is on 

page eight, if I might refer back to it for a moment. 

This table does not meet your point, directly, but I 

think it throws an interesting Sidelight upon it. It is 
based upon an exhibit filed by Mr. Fraser Eliott at the 
Ottawa hearings and gives the statistics for unearned and 
carned income. Of course, this is only income received 

by taxpayers, and it is based entirely, I understand, 

on personal income tax schedules. You will observe from 
this table that Ontario received 46.6 per cent of the total 
earned income and the unearned income was 49.6 per cert. 
The unearned income is only slightly larger and in my 
opinion it is not strikingly larger . I put against 

that the total value of net production in Canada, just as 
a basis of comparison. I suggest any discussion of that 
table, to which I did not intend to refer, must now qan- 
ticipate an answer to that question of the difference 
between 46 and 49 per cent. I believe that this is largely 
due to the form of corporate organization which is probably 
more highly developed in Ontario than in any other prt 

of Canada. Some of the Ontario income is received as 
so-called dividends, from corporations which are really, 
economically speaking, business partnerships. This would 
be called unearned income, whereas ina partnership, it 
would be regarded as earned income. That is one factor 
and the other thing which I would suggest is this, we have 
not been able to get any elaborate statistical basis at 
this time. I think, generally speaking, it is true that 
the volume of business done by firms and corporations 
with head offices in Canada and which have their main 
business throughout Canada, find their business in the 
west less profitable. I am not suggesting, for a moment, 


that these firms are losing money in any direct sense, 
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but I was able to go through the accounts of two or 
three corporations which were set out in some detail 
in the Royal Commission on Price Spreads. One firm 
I remember, particularly, I am not sure I have the figures 
here, but one firm shows extremely meagre profits or no 
profits at all in the western provinces. This would 
not apply to certain businesses whose main offices and 
whose main business is in the west, but it would apply 
to a very wide range of business with western and 
maritime business. It is not likely to be most profitable 
from the point of view of earning, “It is @uite a val— 
uable business and it helps to maintain the volume 
of production and that sort of Ching... Gd think at ae 
generally agreed that the cost of doing business in 
those areas is greater’ than the cost of doing business 
here, and that the increased cost of doing business, is, 
generally speaking, more than slightly higher than the 


prices which may be charged in those areas. 


(Page 7503 follows) 
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COMMISSIONER ANGUS: Returning to the first of those 
two points, Prof. Taylor, I imagine in Mr. Fraser Elliott's 
calculation that the salaries paid in Head Office, while 
earned income, might conceivably be attributed to the whole 
renge of operation of the Company, and would therefore be 
seid to be earned in part in the West or the Maritime 
Provinces, as the case may be. 

PROF. TAYLOR: Yes. I do not know whether that figure 
of 49,6 is significant to the last decimal place. 

COMMISSICN#R ANGUS: I do not mean thet. I mean the 
comparison between 49.6 and 46,6? 

PROF. TAYLOR: Yes, but one gets the impression from 
rather vague public discussions, that all the wealth of the 
Canadian income is concentrated in the Central Provinces, 

I was giving that table to show thet the proportion of 

earned to uneerned income was a little lower in the Maritimes 
than in Ontario, Those who pay income tax there derive a 
substentially larger proportion of their income from what are 
calleé investment sources than is the case in Ontario. 

THE CHAIRMAN: That is on page 8? 

PROF. TAYLOR: Yes, Sir. This table, I may say, be- 
longs to enother section. I did not want to get into that 
section if I could avoid it, but I am very willing to answer 
questions on that particular point. 

THE CHAIRMAN: I was only reising it in connection with 
the reference on page 21, “the transfer of 675,000,000 or 
$80,000,000 from the Province of Ontario for the benefit of 
the Maritime Provinces and the Preirie Provinces.” What 
you merits mean is that the people of the Province of Ontario 
contributed that. much more in taxation, relatively, than 
those in other Provinces. Commissioner Dafoe has pointed 
out the basis of taxation on income is the wealth of the in- 
dividual wherever he may reside. If he happens to reside 


in Ontario then more is derived there; if he happens to re- 
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Side in British Columbia then more is derived there, It is 
not a trensfer from Province to Province, it is a transfer 
from individual to individual, in that sense, 

PROF. TAYLOR: In this sense, Sir,-this is putting it 
rather in a very general way and therefore a somewhat in- 
accurate wey, - in a sense there was $75,000,000 more coll- 
ected in Ontario than was spent in Ontario. That has to be 
quelified in a dozen different points to make it an accurate 
statement, but that is the general burden of the argument . 
As we say later on, we do not put this up in any plaintive 
way, we just want to show that although there may be truth 
in the suggestions that income tends to be somewhat con- 
centrated in the central areas, it is disbursed in the 
opposite direction by the normal operation of the Dominion 
public *inance, 

Mr. Walters has asked me to finish this section while 
I amon it, Sir. We merely add for the purpose of infor- 
mation that in these estimates of expenditures we have not 
included the large loans made by the Dominion to certain 
provinces during the past seven years. Some of these loans 
are carried on the active list, some are frankly recognized 
and put on the inactive list in the present public accounts, 
The total is some $132,000,000 in the seven years ending 
March 3lst, 1957. There have been additions this year, of 
course; I have been basing these figures on the Auditor’ 
Generalts Report, We hazard the guess or the opinion that 
a very considerable part, if not the greater part of these 
loans, will be written off, Some of them have already been 
written off in the sense of being transferred to the inactive 
list in the Dominion balance sheet. 

THE CHAIRMAN: Do you happen to have before you the 
amount transferred to the inactive list? 

PROF. TAYLOR: I think I can find it in a moment, Sir. 


I think it is in the $30,000,000 to Sasketchewan, is my 
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recollection, 

THE CHAIRMAN: Was that in connection with the three- 
way adjustment in the drought areas of Saskatchewan where 
the mortgage lending companies wrote off interest and the 
municipalities wrote off the taxes, and the Dominion wrote 
off certain obligations? 

PROF. TAYLOR: Well, I am not very familiar with the 
details, Sir, but the Dominion has, of course, written off 
loans to individuals in the West. The Dominion also has 
transferred - they still carry it on their balance sheet, 
but it is transferred to an inactive list, along with certain 
harbour loans and railway loans, and the others. - I have it 
here, page 25 Roman Numerals,AuditorGeneral's Report 227 
$113,000,000 of this is on the active list; $18,000,000 or 
most of it is Saskatchewan, and $1,000,000 from Manitoba, 
roughly, is on the inactive list, I have no indication here 
as to when that transfer wes mede or the reason for the 
transfer, It may be in here but I cannot put my finger on 
the spot, 

COMMISSIONER DAFOE: In the past year or so, 

PROF. TAYLOR: Well, all these loans have been made since 
£951 « 

COMMISSIONER DAFOE: This is not more than eighteen 
months ago, 

THE CHATRMAN: Thank you, Prof. Taylor, 

PROF. TAYLOR: Then I will merely add one other statement, 
In addition to the above loans the Dominion has guaranteed 
certain other obligations. British Columbia $600,000, Manitoba 
$12,600,000. I think that is largely in connection with the 
Manitoba Savings Organization if I recall correctly. Then we 
add a paragraph here with reference to housing loans which 
are still outstanding, some $23,500,000 of loans made to seven 
of the Provinces in the years particularly after the War. The 


Ontario borrowings of approximately $9,000,000 were repaid in 
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full in 1927, although we have not been entirely repaid by 
the municipalities. Quebec has repaid -°% of its borrowings. 
Nova Scotia and New Brunswick have repaid about 60%, and 
Manitoba and Prince Edward Island have repaid about 40%, 
British Columbia has paid interest in full on its loans, but 
has not reduced the princi pal‘at all. “The anounts outstand- 
ing are set out on thet page, totalling a little less than 
$5,000,000 at the present time. Then the concluding para- 
greph in this section, my Lord, indicates I think our general 
point of view on this whole question of transfers arising 
out of public finance, 
"The Province of Ontario does not suggest that in a 
Federal Country there should be no such transfers," 
I could have said there could be no such transfers: 

"Onterio, on the contrary, believes that in a 
federal state, a considerable amount of such transfers 
are both inevitable and just; and Onterio has never 
shirked its fair share of responsibility in carrying 
the burdens of Confederation. But the above figures 
Show that the suggestions put forward by certain other 
provinces and in other briefs, that Ontario does not 
pay its fair share of taxation, that Ontario does not 
carry its weight in Confederation, are, we believe 
inaccurete and ungenerous. The Government of Ontario 
believes that the people of Ontario have carried 
their share, and more than their share of the financial 
burden of Confederation," 

THE CHAIRMAN: Prof. Taylor, I do not remember any state- 
ment in any brief thet Ontario is not carrying its fair share 
of federal taxation. 

PROF. TAYLOR: It is just by implication, that we should 
carry more than we are now carrying. I am not sure that I 
cen put my finger on a series of quotations. 


THE CHAIRMAN: I read all the particulars of the Govern- 
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ment brie&, and I do not recall any such suggestion, What 
they do suggest is the point I have mentioned to you before; 
that by reason of the concentration of wealth due to 
business carried on all over Canac2, revenues collected from 
citizens in Ontario represented not only wealth produced in 
Ontario but wealth produced in other parts of Canada. 

PROF. TAYLOR: I would Suggest, Sir, when suggestions 
are made that the Dominion Government should take over ex- 
penditures and spending functions - perhaps it is my own 
guilty conscience, but I have certainly had the impression 
the general idea is they should be financed by still more 
taxetion, distributed even more heavily concentrated on the 
Central Provinces, 

THE CHAIRMAN: Of course, they asked for additional re- 
lief of their burdens and they did suggest that the Central 
Provinces were benefiting at their expense by reason of the 
Dominion Government's economic financial policy. There is no 
doubt they have suggested and argued that very strenuously, 
both east and west, 

PROF. TAYLOR: Our idea in that little sentence at the 
end was, we certainly eee the impression that the general 
feeling of the other parts of Canada is that Central Canada 
can stand a good deal more, and that that can be effected by 
transferring a lot of rather expensive spending functions to 
the Dominion Government, 

THE CHAIRMAN; I think there are a good many illusions 
in other parts of Canada in regard to Ontario and Quebec, and 
& good many people in Ontario and Quebec have illusions as to 
conditions in other parts of Canada. I hope one result of 
this investigation will be to clear up some of the delusions, 
and we are very glad of your help in that respect, 

COMMISSION@R DAFOE: Prof, Taylor, unless there is a 
differential rate of taxation against Ontario, is there any 


support for the statement Ontario is paying more than their 


“A : 
— <targzaue bestii | 
‘Taseerieve) sok 
aL sau = map lsousT gaat 
ib ei tet ylaleries ovat 7 sad 5 ve 
trthie LL ee bvinentt oc biucde Yass at nook: inweaee 
ald a0 Rotarene ois ¢livesd! ota, aove bevint eatenp » AOR SaER 
ey _ aoqrheasd Lusdawd 
“or Milaidibits wn Bolder Tou! ,patee 10, mA ST 
lexdpiod. edt sans desaqvé bib vote Sas waobrrd: tient Td tot! 
sas 40 goeent yo Rendgre tisdd 76 cater iéaed ore. supatvont 
of at eradt “euetiog Teternecl? otmogous se \enemnteval so bated’ 
etieppanhass beta fads Dbawd'c2 baw Sudeonaua aved yait tomo 
.suuw Boe dese tod 
edt t eontatnes eidget tede ai oobi te -MareaT .eORe 
Levene odd tede geldestint oat ovat viskadtaa 8 aw bas 
ad ag 9D Lartmed ‘geda-ol ahewe?“to etreqg-spdio’ ae. to Botlee? 
ed ‘batoetin od ase“endé sant doe ,atém Leob Boog. a-bnate Bae 


7 ‘aucitontt ao sbneqn ‘evlencqss wedtaT. to mole aulene teeta 
| _é¢eone'torwoR notaignd ons 
enoteoiit qiax-booy @ ett oted? Nata: E- saiiao San” 
de ,bevdut be otsetdO/o? biage1 of abated To ebtag/eedia me 
f .228 wan tat ak eves ‘podaey Due o Lier ae: eiqord: ¥eSet boos % 
to ¢iveet eas qn t ,efonsD lo miteaq tense -cb-esoisibage 4 
eapiewiébh off $6 Bebe Ge ih4le oo! of -Lliw aatasatsesvyal aig? 
-Soegnat fede at gied «doy Te ‘fal qi8¥ om ew Dis 
s 2! otud? anode (getywl .tovl sACpad RaIotae meee 
wo ome? ok, cottetad tealoga noltccadt 2o.e%m [otdnusettit 


giead: sedy eros eotyeg et alter Jncomdsde edt 293 aueggva 


7508 


fair share? 

PROF. TAYLOR: As I said before, Sir, a system of tax- 
ation should be nominally equal, that is, having equal 
application over the whole of the country. But it may, in 
fact, bear more heavily on one area than on another, and 
while it is true that the system of taxation can stand some 
minor variations, in some cases the tariff, for example, 
applies to imports in certain parts of Canada; that does 
happen occasionally, that tariff rulings are made to apply 
to only one area in Canada. I may put it this wey, Sir; 

If you lighten that very considerably,-the burden, the rates 
of indirect taxes, - taxes on consumption, and if you meet 
that loss in revenue by very substantial increases in the 
middle brackets of the income tax you would still have 
uniform taxes over the whole of Canada, But you would put 
a very much heavier tax burden, shall we sey, on certain 
areas, probably the Central Provinces. 

COMMISSIONZGR DAFOE: You would put a heavier burden of 
tax upon a certain stratum on the tax-paying body and if 
many of them were congregated in a particular district, nat- 
urelly that district would pay a barger percentage of the 
total. But as between people in the same income brackets 
elsewhere in Canada there would be no difference whatever, 

PROF. TAYLOR: Or if you put an excise on the production 
of wheat, to take a rather absurd example, if you put a 
production tax of one or two or five cents a bushel on wheat, 
again, that would be equal for the whole of Canada, The 
Ontario wheat grower would pay the same tax as the western 
grower of wheat, but it would very markedly alter the impact 
of the Dominion system of finance on the special areas in 
this country. 

COMMISSIONER DAFOE: I am afraid you cannot get away 
from the fact that davcmmuenhe: Wi go for money where it 


can be found. 
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PROF. TAYLOR: Yes. That, so to speak, is the foot- 
note of this section, 

COMMISSIONER DAFOE: If Ontario had the happiness to 
be 4 poor province they would not have to pay so much money. 

COMuISSIONER MackAY: Is not the real question whether 
the amount of taxation exacted from the pcople ina partic- 
ular area by the Dominion, impairs the tax-paying capacity 
to the province-of the people in that area to the province; 
is it crippling the province in any way? 

PROF. TAYLOR: In other words, the suggestionis that 
from the point of view of the government of a province the 
burden of the Dominion taxation is the extent to which it 
interferes with its source of revenue, and both directly I 
would say, and in the sense of damaging or handicapping the 
developments of its economy, Mr. Walters will have some- 
thing to say on that subject when we come to the question 
of the income tax. 

THE CHAIRMAN; We will wait until you come to the 
gucome tax then, Profi. Taylor. 

MR. WALTERS: May we proceed with the next item, Mr, 
Chairman? Perhaps we can finish this part of the brief, 
and discuss it before 12.30, after which we will be at the 
point where we will go into the problems of Ontario's public 
finance, 

"TOTAL TAX BURDEN IN CANADA 

The preceding section has estimated the dis- 
tribution of Dominion taxation and expenditure over 
the several regions of Canada. In this section the 
total burden of taxstion, Dominion, provincial and 
municipal, in each region is estimated. 

In the following tables and discussion Dominion 
tax collections sre distributed in accordance with 
the estimates made in the preceding section. 


Provincial taxation is taken to be the total 
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"ordinary provincial receipts less Dominion government 
grants and less interest received on investments in 
Sinking funds, in hydro electric eta railways, 
telephones, etc. The figures have been taken from the 
Canada Year Book, the public accounts of the 
Provinces, the Bank of Canada Report on the three 
Prairie Provinces, and from briefs already submitted 
to this Royal Commission," 

THE CHAIRMAN: Mr, Walters, how do you deal with income 
from the public domain, - Crown lands? 

MR. WALTERS: We obtained that from the publie accounts, 

THE CHAIRMAN: No, I mean is that treated under this 
heading as received from provincial taxation? 

MR. WALTERS: Generally, Sir, it is. 

THE CHAIRMAN: Of course, that kind oof income depends 
entirely on the natural resources of each province, available 
for exploitation, 

MR. WALTERS: Exactly. 

THE CHAIRMAN; And not on any tax borne by the citizens 
of the province, These Bank of Canada Reports which you 
refer to, Mr. Walters, are Reports made at the instance of 
those provinces in February or March of the last year? 

MR. WALTERS: Yes. 

THE CHAIRMAN: And those are the Reports in which the 
Bank of Canada recommended the appointment of the Royal 
Commission to consider the whole Dominion -— Provincial fin- 
ancial relations. 

MR. WALTERS: I will continue reading from the brief: 

‘Estimated figures have been used for New Brunswick in 
1936, and for Quebec in 1936, It is submitted that 
total ordinary receipts (less the items specified) 
provide a more consistent basis for comparison than 
so-called ‘tax receipts'. In some provinces automo=- 


bile licenses are treated as a tax, in others they are 
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"included in non-tax revenue, Receipts from natural 
Tesources may be either a tax or a non-tax revenue, 
depending in part on policy in times past with re- 
spect to alienation, and in part on arbitrary de- 
finitions or legal technicalities. Distinctions be- 
tween ordinary and capital roecipts arc not altogether 
consistent either in time or in space. We have not 
attempted to reconcile these differences, We under- 
stand the Commission, through its secretariat, is 
making very careful and detailed statistical studies 
of provincial and municipal finances. Doubtless 
these studies when completed will vary in detail from 
the figures given here," 

I believe an attempt has been made to bring everything 
into line and interpret it uniformly. 

THE CHAIRMAN: Yes. Very earnest efforts are being 
made to secure that result, 

MR. WALTERS: Perhaps that may assist us in adopting 
some more uniform method of accounting, which this province 
is anxious to do, and this province has already brought 
itself into line with some of the other provinces and with 
the Dominion in changing its fiscal year to coincide with 
the fiscal year of the Dominion Government. 

THE CHAIRMAN: No doubt, Mr. Walters, as you suggest, 
it would be most desirable that we should have a more 
uniform system of accounting in all the provinces and the 
Dominion. 

MR. WALTERS: We are most anxious here to work to that 
end, 

NWe are confident, however, that such changes will 
not alter the broad trends clearly indicated in the 
following tables. 

Municipal taxation is the total tax collections 


of all municipalities in each year as recorded in the 
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"Canada Year Book, provincial reports on municipal 
affairs, and in various briefs already submittca to 
this Royal Commission, Estimated figures heve had to 
be used for Prince Edward Island in all years, (TI 
think they have only seven municipelities),(The basis 
of this estimate being to add fifty per cent each 
year to the figures for Charlottetown), for No 
Scotia, New Brunswick, Quebec and Manitoba in 1985 
and 1936, and for Saskatchewan in 1936," 

THE CHATRMAN: Mr. Walters, in the case of Prince 
®dward Island you add 50% to the figures for Charlottetown 
for the purpose of getting at the municipal tax in the 
province, then you deduct that amount from the provincial 
expenditure, | 

MR. WALTERS: Yes, we separate them. 

"In all instances where fiscal years do not 
correspond to calendar years, they have been assigned 
to the nearest calendar year. Quebec's provincial 
fiscal year ending June 30th has been treated as 
falling in the previous calendar yoar. 

The following table gives the final aggregation, 
Fuller details are given on pace 26." 

On page 24 we give the total taxation, Dominion plus 
provincial and municipal, by regions in millions of dollars, 
Perhaps it will be sufficient if i read. Sir, with your 
permission, 1928, 1935 and 1936, 

THE CHAIRMAN: Yes, 

MR. WALTERS: The total tax burden for the year 1928 for 

the Maritimes was 45.4 millions, Quebec 202 millions, Ontario 
554.8 millions, the Prairies 181,5 millions, British Columbia 
7202 millions, For the year 1935 the Maritimes 46-8, Quebec 
182.1, Ontario 337,8, Prairies 131.6, British Columbia 69.6, 
And for 1936, the Maritimes 51.3, Quebec 205,9, Ontario 385.2, 


Prairies 146.5, and British Columbia 81.7. Reducing these 
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to a per capita basis, for the ycar 1928, the Maritimes 
$45, Quebee $74, Ontario $102, Prairies $83, British Col- 
umbia #113. For the year 1935, the Maritimes $45, Quebec 
po9, Onterio $92, Prairies $55, British Columbia $95. In 
1956 the Maritimes $48, Quebec $67, Ontario $104, Prairies 
$61, and British Columbia $109, 

THE CHAIRMAN; I see British Columbia is still travell- 
ing in good company with Ontario, 


MR. WALTERS: Yes, keeping up with the Jones'- 


(Page 7518 follows) 
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= A change in the mothod of reporting municiperl 
taxation in Quoboe occurrod in 1934 and ercatos an 
inconsisteney betwcon tho 1934-36 figures and those 
of exrlicr years. The Apparent inconsistency 
botween 1933 and 1934 is about $20,000,000, or 
nearly $7 por caput." 

We do not know tho explanation of that, Professor 
Taylor, do wo? 

PROMS TAYLOR: No, “Sire GAIL wo know is that tho 
provinee of Qucbce apparcntly dropped $20 ,000 ,000 on the 
municipal and school collections, and there ig 2 note in 
the Quobec fiscal yoar book thnrt there was some change 
in the basis of reporting. That is an estimate. it is 
about $20,000,000. Because 211 the provinees went up 
in 1933-34 but Quebee g0cs down thirteen or fourteen 
millions and I hope your own cxperts, sir, will unravel 
the diffcronce. 

MR. WALTERS: Thoso tables again illustrate tho fact 
that Ontario and British Columbia are the most 
heavily taxed areas in Canada; that Qucbec and 
the prairies occupy an intermodiate positions: and 
that taxation in the Maritime Provinces is very 
much lower. 

It is admitted, of course, that the real 
burden of taxation is a function of income, and 
that during the past cight years per caput income 
has probably been higher in Ontario and British 
Columbia than in other parts of Canada." 

I am not sure, Mr. Chairman, whether your Secretariat 
is >reaking down tho national income applicabie to cach 
province. I think we have attempted to do it in this 
province, although thore is a great difference of opinion 


between statisticians and oconomists as to tho proper defin~ 
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ition of tho national incomo and tho method by which that 
is to bo computod. 

THE CHAIRMAN: I am afraid we have to take glk the 
results of our very ablest Economists and apply our 
practical common sense to the Situation and try to reach 
a conclusion. 

MR.WALTERS: I heard President Roosevelt over the 
radio explaining in a sketchy way what the National 
Income was. He said it was a sum of the incomes of ali 
the people in the United States. 

THE CHAIRMAN: And would he include Within that the 
g00ds produced and consumed on the farm? You see, our 
national income statistics as far as the Bureau of 
Statistics are concerned, as I understand Lit Caawet 
take into account that important factor, and therefore 
are not in reality a true reflection of national income 
because where you have subsistcnce farming the goods 
produced and consumed on the farm constitute a very 
important part of the real income. 

MR.WALTERS: And some even go So far as to add the 
2ervices of the housewife. 

Perhaps I might read a definition of national income 
that appeals to me, which is the one I am trying to 
understand. I believc this is accepted by British 
Cconomists: 

"The national income for any period consists 
of the money value of the goods and services 
becoming available for consumption during that 
period, reckoned at their current scl ling value, 
plus additions to capital reckoned at the prices 
actually paid for the new capital goods, minus 


depreciation and obsoloscenco of existing capital 
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goods, and adding the not accretion of, or 
dcducting the net drawings upon, stocks, also 
reckoned at current pricos. Services provided 
on @ non-profit-making basis by the State and 
local authorities,(as for example, defence, 
elementary education) are included in the total 
at cost price; but where these Services are 'sold? 
in the market, (for example postal services, 
municipal tramway services) they are included on 
the basis of the charges made. Where taxation 
is levied upon particular commodities and 
services, such as the customs and excise duties 
on commodities or the cntertainment tax, such 
taxes are not included in the selling value." 
Of course to get.@1 the various factors that make 
up the national income, I do not Suppose that any 
cconomist has ever satisfied himself that he has them all 
gathered in. 
"It would be uscful and proper”: = referring ito 
the statement that taxation is a function of income- 
“to express taxation as a percentage of income. 
But unfortunatcly income figures are very diffimlt 
to estimate. The Dominion Bureau of Statistics 
estimates of the national income of Canada asa 
whole are doubtless as good as can be made with the 
statistical and technical resources available 
to it, but no one, not even the Bureau itself, 
is altogether satisfied with them. 
We understand that the Commission, through its 
sccretariat, is exploring the possibilities of 
such rogional cstimatcs. We shall be most 
interested in studyihg tho results of its inquiry when 
they are available. 


All that can be usefully said here, is that on 
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tho basis of the Statistical cvidonee available 
we belicve that the roal burden of taxation in 
Ontario is as great or groator than that in any 
other part of Canada, oxcepting again tho drmught- 
strickcn areas of thc Prairics fin the years sinco 
19500 
THe CHAIRMAN: Mr.Walters, is it a roal burden, the 
Samco throughout Canada, assuming that the income is 
taxed on the samc basis? So far as income tax is 
Sohecerned it is the gamo throughout Canada because the 
burden is tho samc, whorcver the man has tho mens 
he has to pay, and on the samc basis throughout Canada. 
MR.WALTERS: Well, Mr.Chairman, later on I am afraid 
I will have to diffor Slightly with that statemont. 
COMMISSIONER ANGUS: What meaning are you giving 
to "real burden"? 
MR.WALTERS: There arc differont burdens. Thore is 
the burden of having to strugglo to pay your taxes, 
and thore is tho burden of having to abstain fran ‘gponding. 
But I cxpress a burden here, not from the Standpoint of 
Sacrificc, but fram just a statement of the sum total 
of the cxactions. 
COMMISSIONER ANGUS: Do you mean it is the same ratio 
of total income? } 
MR.WALTERS: No, I do not mean that because I say 
we have not the figuros, we havo not available the brcak- 
down of tho national incomc, the proportion of national 
income that might be allocated to the different arcas 
with which wo arc dcaling, so that we cannot compare the 
burden from a point of sacriifico in that respoct. 
COMMISSLONER ANGUS: No, but what docs "real burden" 
mean herc? Whon you say "tho roal burdon is as groat or 


greator"? 
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MR.WALTERS: The real burdon horo moang simply, 

I would like perhaps to find anothor word rathcr than 
burden, it is tho amount colloctoa from cach aroa. 

COMMISSIONSR ANGUS: Por capita? 

MR.WALTERS: Por capita, in totals and por capita. 

COMMISSIONER DAFOE: It moans, doos it, that tho 
poople of Ontario have as much troublo in paying thoir 
taxcs as the pcooplo of tho othor arcas? 

MR.WALTERS: Wo1l, thcro aro some protty long faces 
here on tax paying days and I will dcal with that more 
in detail when I como to the discussion of tho incame 
tax. 

THE CHAIRMAN: Yes, all right, Mr.Waltocrs. 

MR.WALTERS: On page 26 thore is scot out the total 
taxation in Canada by rogions in millions of dollars 
and it is amplifying what I have already said. a 
may 1 shall rcad tho latost figuro availablc, 1936 for 
the Dominion, the provincial, the municipal, tho total 
in millions and the total in dollars per caput. May I, 

Mr .Chairman ? 

THE CHAIRMAN: Yes, thank you. 

MR.WALTERS: For the year 1936 the biggest burden, 
if I may usc that word, in tho Maritimes was 25.8 millions. 
In Quebec 100.4 millions. In Ontario 1085.9 millions. 
In tho Prairics 62.7 millions. And in British Columbia 

55.7 millions. 

In the provincial taxation, thore is a notc thoro to 
the effect that this is partly ostimatod with respect 
to the Maritimes and Quobec. In 1936 the provincial 
tax in those arcs was as follows: In tho Maritim s 
13.1, Queboc 40.4, Ontario 77.5, tho Prairios 35.2 and 
British Columbia 26.5. 


Tho municipal for tho same ycar: Maritimes 12.4 
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rdllions, Qucbec 65 millions, Ontario 121.8 millions; 
Prairics 48.5, British Columbsa 19.5. 
Making a total for tho difforcnt areas for 1936 
of: 51.3 for tho Maritimos, Qucbec 205.2, Ontario OBbw ads 
the Prairics 146.5, and British Columbia 81.7. 
The per caput burden for tho Maritimos for 1936 
#48, Qucbce $67, Ontario $104, the Prairies $61, British 
Columbia $109. 
COMMISSIONER MacKAY: I suggest tho word load 
instead of burdon. 
MR.WALTERS: Well, I gucoss it is an oldcr word. 
That is all, unlcss I may g0 on with Provincial Finsncc, 
Sirs 
-THE CHAIRMAN: Yos, the Ontario Provincial Financc. 
MR WALTERS: This is coming noarer home. On page 
oo: 
Ontario Provincial Finance 
1. Revenuc and Expenditure. 

"The accompanying tables pages 37-40 sct out 
bricfly and clearly the main foaturos of tho 
finanecs of tho Provinco of Ontario from 1870 to 
1937. The first three tablos givo the figures 
of oach dccennial ycar from 1870 to 1930 and 
1937. Tho first gives the absolute figures, 
the sccond tho per caput figures, and the third 
puts the figuros in the form of percontagcs. In 
order to got comparability of figuros ovor a long 
poriod of time the basis of compilation could not 
be quitc tho samo as tho modern standard classifica~ 
tion. Minor difforoncos of dotail and of totals 
occur duc to tho neccssary inclusion and oxclusion 
of such things as rcvonue deductions from 


oxpcnditure, variations in practico with refcrence 
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ta capital and curront classifications. The 
tablos broadly interpretod, givo a fair and 
accurate picture of the trond of Ontario 


provincial finances sinco Confodoration.” 


tg 1 might road on and thon discuss tho tables 
later, Mr Chairman? 

THE CHAIRMAN: Yos, thank you. 
"Tho tables spoak for thomsclves, and require 
pak a little comment by way of cmphasis or 
explanation. It is not neccessary to go into 
detail to cstablish what is goncrally known or 
to cxplain constitutional and economic trends 
that must have becomo vory familiar to the 
Comm :.ssion. 

The British North Amcrica Act, especially 
with refcrcnes to its cconomic and financial 
provisions was conccived in ea socioty very 
different from car own. The politico-cconomic 
philosophy of the Fathers of Confederation could 
bo summed up in tho well-known phrase of Adam 
Smith - that the proper functions of tho stato 
are limitcd to ‘defence, justice and certain 
public works'. Primary cducation was perhaps 
the only important extcnsion of those limits to 
which thore would have been goneral agrceomont; 
and the ‘certain public works', which Governments 
might suitably undertake or subsidize, 
covered a much wider rango in the minds of Galt 
and his associates than it did in the mind cf 
Adam Smith. 

So long as tho socicty which gavo it birth 


remainod, tho cconomic financial scheme of the 
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British North Ancrica Act, workca roasonably 
woll. As lato as 1900 it was functioning much 

as it hid boen intondod and cxpoctcd. Sperking 
in tho Confcdoretion dobates Galt had oxprosscd 
the confidont bolicf that tho provinecs would find 
in thoir 'torritorial domain wd valuablo 

mincs sourecs of rovenuc far boyond the 
roquircicnts of the public scrvico.® For more 
than thirty yoars Galt's prediction hold 
substantially truc. In 1900 tho cost of 
governmcnt in Ontario was only $1.75 por caput. 
Of this, in round figurcs, 45¢ wont to Public 
Welfare (chicfly cid to hospitals and asylums), 
40¢ wont in grants to cauertion and 25¢. each to 
the administration of justice and gcncral costs 
of civil govcrmmont. Aid to roads anda railways 
took 15¢, and tho remaining 25¢ wont to tho 
development and administration of lands, forcsts, 
mines anc agriculturo. There was no public dobdt, 
These modest costs wore mot by tho Dominion 
subsidy of 66¢ per caput, the revenucs of the 
public domain amounting to 67¢; finos, feos, 

and liccnscs of 27¢, and the balanec was moro 
than covcred by corporation taxcs and succossion 
dutics yielding 22¢ pcr caput. In that yoar there 
was surplus of $00,000 or 9¢ a head. 

A summary for the first thirty-three ycars of 
Gonfederation can be obtained from tables prepared 
by the Royal Commission on tho Financial 
Position of tho Province of Ontario (Toronto, 1900). 
The accounts thoro givon, after deducting loan 
repayments and institutional recciipts, show the 
following totals of rovonuos and expenditures for 


tho years 1867 to 1899." 
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Following on page 29 the total vJntario revenue and 
expenditure, 1867 to 1899 in thousands of dollars. The 
sources of revenue: Dominion subsidies, $44,811,000. 
Taxes, Succession Duty; $1,179,000, and others $153,000, 

a total of $1,332,000. Licenses, fees, etc., $9,219,000, 
public domain $30,540,000, interest $3,334,000, ana 
miscellaneous items $220,000; a total for that period 
of $89,456,000. 

THE CHAIRMAN: Those were the good oid days when we 
had economical government, Mr.Walters. 

MR.WALTERS: Yes, I used to agres with you at that time 
when I was a boy. 

The percentages, you see at that time 50 per céut oF 
our revenue came from Dominion Subsidies, only 1.5 fran 
taxes, 10.3 from licenses, 34.1 from Public domain , 

3-7 from interest and the miscelleneous is negligible, 
which makes up the 100%, 

The taxes; the Dominion subsidies in that period 
was 7l¢ per caput, that is what it netted to the population. 
The taxes were two ccnts per head, licenses 15 cents 
public domain 48 cents, interest 5 cents, the total 
cost per caput $1.41. 

Now, the expenditures: On public welfare $18,996,000, 
which was practically 24%, an average cost per caput 
of 30 cents. Education $16,594,000, which made up 
20.9 per cent of the total oxpenditures, 26¢ per caput. 
Administration of justice $9,881,000 which made up 
One eighth or 12.5%; the cost was 16¢ per caput, 

Gensral government, $12,196,000, 15.4% and .19¢ por caput. 
Agriculture, $4,208,000, 5.3%, Ci¢ per caput. Public 
Domain, $5,180,000, 6.5% and .08¢ per caput. Highwsys 


and bridges, $4,327,000, 5.5%, O’¢d per caput, Thoy didn't 


have very good highways in those cays, Mr.UChairman. 
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THE CHAIRMAN: Or thoy did not run motors on them. 

MR-WALTERS: No, but for wooks at a timc, whore I 
was bom, thcy could not gct to tho village bocause 
of tho clay in the next Haldimand county. It used to be 
a journey, a family journcy, oneco a year, to go from 
the village of Waterford whoro I was bom to Brantford, 
to go to tho Christmas market. We left at five o'clock 
in the morning and got homo at ten o'clock at night 
and it was an cvont. Now, you can go over there in 
twonty minutcs within tho law. 

THE CHAIRMAN: They do not have the samo thrill 


today as the one you had when you went in once a year. 
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MR. “ALTERS: No, it sort of wakens memories, ‘The mail 
used to be carried. them from Simcoe. I remember a 
one-legged driver who coulda neither read nor write and 
who used to carry the mail. Hc used to do errands for 
the different housewives along the route, he made correct 
change and once in a while the housewives would give 
him five cents as a tip. Now we come to the items “Vaid 
to railways and miscellaneous" which amounts to $7,928,000, 
ten per cent and .13 average per capita. The total is 
$79,310,000 and the balance is the amount allocated to 
the cost of public buildings, »9,549,000, and cash in 
the bank $597,000 which equals $10,146,000. This makcs 
up the balance of the figure $89,456,000. 

THE CHAIRMAN: Does that cover the period of the 
52 years? 

MR. WALTERS: Yes, from Confederation to the end of 
the nineteenth century. 

THE CHAIRMAN: The average, then, was less than 
$3,000,000 a year? 

MR. JaLTERS: Of course, wealth was fairly equally 
distributed in those days. You could not have secured 
much by way of these progressive taxes which we have now, 
W.th the new century there came a broadening in the 
conception of the functions of government. Probably 
the extension of the franchise at that time had something 

to do with it. I have my own opinion as to how of 
some of thesc conceptions were started at that time. 


1% . 


Quoting from the bricf at the top of page 30: 

NWith the new ccntury camc ae broadening of the 
conception of the functions of government. During 
the first decade the emphasis was on government aid 
in thc Gevelopment of economic resourccs. By 


1910 cxpcenditurcs on agriculture, lands, forests, 
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“mincs and roads had quadrupled, grants to education 
had inercased by 160 por cont, and the gcneral 
cost of civil government by 85 per cent. Public 
debt appeared for the first time, incurred chiefly 
to finance railway and road development in the 
Pre-Cambrian mining aroas. 

The second decade, 1910-20, was marked by 
@ maintained or increased tempo of developmental 
and educational expenditures but to these was 
added the bcginning of a new Significant trend, 
the expansion under government auspices of the 
social services. In this decade expenditures on 
public welfare, hospitals, asylums, minimum wage 
boards, employment offices, ctc. nearly trebled. 
Hducational grants considcrably more than doubled, 
due chicfly to increased facilities for secondary 
education. Expenditure on roads, agriculture and 
the public domain again doubled. The public 
debt incrcased to $127,000,000, of which $89,000,000 
was invested in Hydro and in the T.& N.0O. Railway. 
Gross debt charges were $5,600,000 against which 
there wes an offset of 93,000,000 in interest 
reccived from revenue producing investments." 

THE CHAIRMAN: Mr. Walters, just on that point, is 
the T. & N. O. now able to pay interest on its capital 
investment? 

MR. WALTERS: It is not, at present, but it is paying 
its debt. It is paying the debt which this province 
guarantced, practically at the rate of $100,000 per month, 
so it is making progress. 

Quoting from the brief: 

'The total cost of government in 1920 was 


$8.44 per caput, or if the offsctting interest 
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"receipts be deductcd, $7.35. By 1930 this figure 


had riscn to $18.95, or loss intcrost receipts 


$15,561 per caput. The incroase of $8.26 per caput 


is made up as follows. 


Inercase in Public Welfare Expenditure per caput 
_ Education ¥ " " 
4 Net Debt y - " 
n Highways ss _ 
3 All Other ‘s , ¥ 


Between 1930 and 1937 there was a further 


92 206 
4600 
1.98 
1.63 


oo9 


$8 026 


inerease in per caput cxpenditurcs of $4.23--from 


i 


$18.95 to $23.18." 


The changes in per caput expenditure 1930-1937 are 


as follows: 


year. 


4 . Increase Decrea 
Debt Charges $2.25 
Public Welfare 3.48 
Rebate--Municipalities «62 


That was the return of the income tax collections-- 


no, that would be the municipal subsidy, that was the firs 
Education ---- -88 
Highways ---- Pass 
All other Departments ---— 64 


Net Increase--9.4.235 
Turning to the revenue figures since 1900 we 

find that the increases in expenditurc have been 
met almost entirely out of large increases in 
taxation. If motor car licenses be included in 
taxation, the tax revenue has increased from 
twenty-two cents per caput in 1900 to $16.90 per 
caput in 1937. The incrcase in revenue of $23.8 


per caput has becn made up as follows: 
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"Taxation 16.68 
Liquor Control BarO 
Interest carnings ie BO 
Liccnscs and fees 85 
Dominion Subsidy cad 
All Other rcvenucs « 60 

923.830 


THE CHAIRMAN: Mr. Walters, what are the interest 
carnings? 

MR. VALTERS: On the Hydro, principally; it comes 
back to us—inarriving at those figucs we deduct our total 
outlay on fixed charges for the Hydro which now has a 
debt of $151,000,000. 

THE CHalRMaN: It is interest; the Hydro is paying 
the government on moncy the goverment advanccd or the 
debt incurred on bchalf of Hydro. 

MR. JALTERS: Yes, and there is some interest which 
comes back from the agricultural devclopment board and 
the farm loans. I think the interest the government 
received back last year, was $1,860,000 or something 
like that. 

Continuing to quote: 

A complete description of ell taxes now levied 
by the province of Ontario is given in the Appendix, 
pages 1--20, and tables 8 to 14. 

ae =©ublic Debt 

The public debt of the province of Ontario was 
officially inaugurated in November 1904 with an 
issue of £1,200,000 Treasury Bills on account of 
the construction of the Temiskaming and Northern 


Ontario Railway. This was’ the beginning of the 


province's funded debt. But long before this debt 


the province had entered upon certain annuity con- 
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"tracts in aid of railways." 

I think we will pay off the last of these old annui- 
ties, about $7,850-—they have been brought in and they 
will disappear from the public accouns after the first of 
June. 

Continuing to quote: 

"These annuity arrangements go back as far as 1884, 
and the railway aid certificates which preceded 

the annuities go back to 1871-1879. The capital- 
ized value of these railway aid certificates and 
annuities were not carried in the province's 
liabilities until 1900. In that year upon the 
recommendation of the Royal Commission of 1900 they 
were carried into the provincets balance sheet, 
capitalized at 33 per cent with a value of 
$5,053,876." 

They bore no interest and they were computed at théir 
present worth. 

THE CHAIRMAN: At that time the province also had 
assets but it had nothing which was earning an income. 

My early recollection is that a good many provincial 
elections were fought on the issue of whether Ontario 
Ped a surplus.or not. 

MR. WALTERS: And whether its rates were ordinary 
or whether they were capital. 

On page 37 the table shows that in 1900, the year 
in which the Commission referred to tabled its report, there 
was interest of $40,000 which was not very much. Of course, 


the debt was only $3,500,000. 
PROF. TAYLOR: This Royal Commission of 1900 was to 


settle definitely for Ontario politics the question as to 
whether or not there was a surplus. 


THE CHAIRMAN: Did they find out? 
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PROF. TAYLOR: We hope your Commission will be a 
litile more definite than that Commission was. 

MR. YALTERS: Continuing to quote from the brief 
at the top of page 32: 

“By October 3lst, 1910 the debt of the province 
had increased to $22,000,000 of which $14,000,000 
had been incurred for the T. & N.O. Railway and 
~4,000,000 represented the capitalized value of 
railway aid certificates and annuities. Table 4 
(page 4)) gives the details of the province of 
Ontario debt from 1914 to 1937. 

In 23 years the gross debt has increased by 


$614,000,000. This is accounted for as follows. 


Increase in investment in Hydro $142,000,00 
" m De co NOs Rwy 10, 000,00 
iy is otuer earning or cash assets 64,000,00. 


Total increase in earning assets--$216,000,000." 

THE CHAIRMAN: Mr. Walters, what would be included 
in this item ‘other earning of cash assets?’ 

MR. WALTERS: Highways. 

THE CHAIRMAN: You could not call the highways an 
earning asset, could you? 

MR: WALTERS: The agriculturel development board 
loans at that time went up to $49,000,000. Then, we had 
housing loans of probably $4,000,000, municipal drainage 
leans and tile drainage loans. These were mortgages on 
farms, the municipality issued bonds and the treasury here 


bought them. 
THE CHAIRMAN: I did not realize that the farm loans 


went up as high as that. 


MR. WALTERS: They were reduced last year by nearly 


62,000,000. 
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THE CHAIRWAN: They have been reduccd now, t0o9? 
MR. WALTERS: Not yet, but they will probably have 
to be. Of course, if agriculture revives and farm prices 
are raised, we may succeed in selling a lot of those 
farms, thus, reducing the loss. 
"The capital cost of highway construction—-‘ 
In connection with this item of the highways, it is 
the intention to deal with that item in detail to show 
the capital cost, maintenance cost and interest cost. 
I read a statcment in the press which was made by his 
Worship, Mayor Day. He omitted a very *mportant item 
in his presentation to the Commission. He pointed out, 
I think, that in the fiscal year ending the 3lst of 
March 1937, this province collected some $28,000,000 from 
what we call highway revenuc and spent approximately $10,- 
Gs0,000. He did not mention the fact that the surplus 
of the highway debt is a tremendous burden for this 
province. It has to come out of the gasoline taxes--or 
should. 
The increased debt from 1914 to 1937, not represented 
by earning, cash, or fixed assets $83,000,000. This is 
a dead loss due to deficits and bad planning, bad financing 
and the failurc to tax for a balanced budget. No doubt, 
this is interwoven with some of those other expenditures 
which we have set upat a certain value. The figure is 
too high, here, in my opinion because of the bad financing, 
bad borrowing at the time those monies were expended. 
Continuing to quote from the brief; 
"The investment in the Hydro Electric Power 
Company docs not cost the province qgnything. Hach 


year the Commission pays to the province its 
full proportion of the provincial intcrest charges. 


The T.N.O. pays something varying from a high of 
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"Tho T.N-O. Railway, on the othcr hand, has not 
been ablc to pay to the province sufficicns ¢ 
cover the interest chargeablc to the province's 
advances to it. Each year the 1T.N.0. pays something 
varying from a high of $1,300,000 in 1929 and 1928 
to a low of $50,000 in 1923. In 1928 the net 
income reccived by the province from the T.N.0O. was 
equal to 4.5 per cent in the $30,208,000 invested 
in it, but the average interest rate on the provin- 
6e"s debt that year was 5.5 per cent." 
i misht say, six, that this item of $30,000,000 is 
a non-interest bearing investment, In the past, each 
eee uo inverest was accruing, but for the present, 
at least, it is looked upon as an investment and the 
government is not charging interest. 
Continuing to quote; 
"Tn the 25 years--1914 to 1937 the T.N.0. has 
paid to the province $13,174,173 or an average 
return on investment of 1.97 per cent per annum. 
The amount necessary to have covered interest 
costs to the province in full for those years 
would have been $32,576,409 or 4.86 per cent. 
The net loss to the province has averaged $825 , O00 


per annum. In the six years 1942 to 1937 the average 


loss has been approximately $1,140,000 per annum." 


THE CHAIRMAN: Any surplus over operating expenses 


is used to reduce the debt. 


IR. WALTERS: Used to reduce its debt in Treasury 


Bills first, then there is an issue of $6,000,000 on which 


4 . ‘ , er pat ee ; 
the Commission is presently meeting the interes» and in 


1939 it will begin to pay off those which are in serial 


form. At the present time, the debt due one of the 
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THE CHAIRMAN: I thought by reason of the mining develop- 
ment, Mr. Walters, the traffic on that road would have been 
very good in recent years, 

MR. WALTERS: It is of later years, Sir, and I shall be 
glad to file the operating statements, 

THE CHAIRMAN: No, it was just a matter of curiosity. 

MR. WALTERS: The conditions are very much improved 
now, and I may say it is now retiring its debt out of earn- 
ings. 

"Through its very heavy investments Specially in 
the T.N.O. and in highweys the Province of Ontario 
has made an enormous contribution to the economy of the 
whole Dominion of Canada. The T.N.0O. Railway together 
with other lerge expenditures by the Province has 
played the leading pert in the development of the rich 
northern Onterio mining fields. The mineral pro- 
duction of this area provided an invaluable cushion 
for the whole Canadian economy in the difficult years 
1931-35, both in employment and in the provision of 
gold and other exportable staples at a time when such 
employment and such exportable staples were desperately 
needed. Through its expenditures on modern highways 
Ontario hes played the major part in attracting 
tourists and tourist expenditures, - - an itemwhich 
has reached dominating proportions in Canada's balance 
of international payments. It is not generally realized 
that the annual expenditure of foreign tourists in 
Cenada, which has been so largely built up by Ontario's 
heavy expenditures on highways and parks, exceeds by a 
considerable amount the interest payments due on the 
$4,000,000,000 of United States capital invested in 
Canada," 


I shell refer later on to the details of highway expenditure 


in appendix, tables 27 to 32. 
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"The present budgetary position of the province 
of Ontario is admittedly satisfactory, (It is 
gratifying, perhaps not satisfactory). Due largely 
to the rigid application of the sound business 
principle of levying taxation to cover all ordinary 
expenditures and of charging to ordinary. account all 
expenditures other than those for fixed or earning 
assets. In the year 1936-37 there was a surplus of 
$9,300,000, in 1937-38 of $4,000,000." 
The exact amount of the surplus as asccrtained will be 
announced by the Honourable the Provincial Treasurer. I am 
not at liberty to state the amount, although the Prime 
Minister may authorize me to do that at a later date, Our 
books are just closed for the 3lst of March, and the accounts 
are now all in and the amount of the surplus has been 
asccrtained, 
THE CHAIRMAN: This figure of $4,000,000 was an estimate 
then? 
MR, WALTERS: Just approximate, 
“And a budgeted surplus of $300,000 for 1938-39, 
These very satisfactory figures do not, however, mean 
that Ontario does not face serious budgetary prob- 
lems," 
You understand, Sir. in the accounts of the province we 
cherge to ordinary account, »rovicion for sinking funds, 
approximat cly 1,000,000 and the cost of unemployment relief 
and the edministration thereof of approximately $10,000,000, 
nis year as the provincdés share, all taken in as ordinary 
expenditures before arriving at the surplus, 
“The largest single source of revenue in the 
past two years has been Succession Duties. Part of 
these lerge receipts have been due to the collection 
of duties improperly evaded during the previous decade 
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“three years, ‘20,000,000 has been of these ‘arrears , 
Under present retes of tax it mey be expected that 
when, after another two yeers or so, these errearg 
have been finelly clearea up the average annual 
receipts will tend to fall from the present $16,000,- 
000 or $18,000,000 to a figure nearer $10,000,000 a 
year. Moreover the heavy rates of Dominion income 
tax must in the Lone run substantielly reduce the 
number of very large estates from which the largest 
pert of the reccipts come," 
It reduces them in two ways, We submit that the higher 
bracket retes of income tax imposed by the Dominion enecrosch 
upon the wealth itself, and discourage others from bringing 
their wealth into the province of Ontario and into the 
Dominion. 
THE CHAIRMAN: You think the rate of income tax in the 
higher brackets is too high? 
MR. WALTERS: I have no hesitation in seying that is my 
opinion, 
COMMISSIONER MacKAY: There is no discrimination against 
this province in that respect; that applies to every province, 
MR. WALTERS: No, we do not suggest thet, but later on 
I shall suggest, Professor MacKay, that there is a great need 
for new free capital to come into this country for the modern- 
igation of industry to enable us to compete with foreign 
firms in our own home market and in world markets, and this 
_ free capital will only move where it is to its greatest ad- 
vantags and will not come in the face of high taxation, or 
taxation that does not meke provision for the development 
years, 
“While we do not expect any mater:al decline in these 
receipts in the next few years we must face the 
probability of their decline in later years," 


The Government is fully aware of the budgetary position 
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it will be in when these non-recurring revenues disappear, 
and of course, will have to plan and make provision to 
supplement them, or to find other revenue, 

COMMISSIONER MacKAY: The income from Succession Duties 
is counted as ordinary income? 

MR. WALTERS: Yes, it is so treated in all democratic 
countries, I think in 47 out of 48 Stetes in the United 
States and in Great Britein it is always treated as naan 
ary revenues. 

COMMISSIONER MacKAY: What would be your personal 
opinion on that, Mr. Walters? Do you think it should be 
treated as ordinary revenue or allocated to the reduction Or, 
debt? 

MR. WALTERS: Well, over a period of years I think it 
would be wise for a government to take an average emount and 
not treat the balance as capital receipts but endeavour to 
buy in some of their outstending debentures, that the surplus 
reduce the debt. We do that in effect in this province, 
when you return a surplus of $9,000,000 in one year and 
approximetely $4,000,000 in another year, and it comes largely 
from Succession Duties, that affects a reduction in debt, 
and to use Mr. Dunning's expression, whether you use the 
bridge score of counting above the line or below the line, 
Separating ordinary revenue from capital revenue, the result 
is the same, It would not avail a public authority very 
much to adopt the method of treating the average annual 
receipts from Succession Duty as ordinery revenue and the 
balance as capitel revenue, for the purpose of reducing the 
debt, if it ran into deficits, It would not get anywhere 
by just changing tts method of accounting. 

"Tt is on the expenditure side that more sub- 
stantial changes must be anticipated. The Province 
of Ontario is proud of its record of developmentsl and 


sociel expenditures, but it is convinced that along 
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“a number of lines these must go further, T 
progress, however, cannot be lasting unless they 


keep within budgetary capacities, (Full details of 


@ 


expenditure on Education, Hospitals, Mother's 
Allowances, Old Age Pensions end Unemployment Relief 
are in Appendix, Tables 15-26). 

The Province of Ontario is convinced that the 
development and edministration of agricultural 
policies, roads, education, health, mother’s allow-— 
ences, end Other public welfer. activities can De 
more efficiently trusted to the province than to the 
Dominion, In some instances, inter-provinciel 
collaboration is very desirable, and at times the 
Dominion can provide useful leadership and on 
occasion finzsncial assistance in such collaboration 
and integration of provincizl scnemes, 

It is not possible to estimate in any deta l 
their probable future burdens. There are surong 
theoreticel grounds for the Province assuming an 
increasing share of the costs of education, “in 1956= 
37 the ovrovince made educetional grants-in-aid to 
municipalities of 2bout $5,750,000, This covered 
S0cut, 15 DeCx Of the municipalities’ expenditures, 
The Government has already mnounced @ moderately 
snereased scale of grants which will mean that in 
1938-39 the province will pey rather more than 15 pec. 
of the municipelitiecs' costs. 

The government of Ontario is convinced that 
thers is e serious housing problem and thet unless 
conditions change it will become increasingly serious. 
To meet this situation slum-cleerance schemes and 


governmentally supervised housing programs have an 
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"prospect of permanent success, Lower real estate 
taxes and low interest rates together with greater 
economic security, are probably, in the long run, 

more useful lines of attack on the housing problem 
than the often spectacular programs of mass demolition 
and rebuilding," 

THE CHAIRMAN: Mr. Walters, I judge from this statement, 
your opinion is that the tax on real estate at the present 
time, particularly in urban centres, is excessive and is 
retarding the building of low-priced houses? 

MR. WALTERS: Yes, that is the opinion of the Government, 
and as evidence of that is the desire of the Government to 
assist the municipalities, It has in various ways assumed 
burdens and taken over a large share of the burden of 
counties and rurel municipalities, and has given a subsidy 
of one mill to each of the municipalities at a Costor 
$3,000,000, The City of Toronto got $902,000, If money 
is available, ~ if there is employment and money is available 
and the rates of tax on real estate are low, men will build 
their houses, or people with money to invest will either 
build for renting or lend for building, 

"There are situations wher extensive reconstruction 
or actual demolition and rebuilding are the proper 
solution, and such schemes normally requiresome 
measure of governmental support. But for all of 
prevention and much of the cure of the housing prob- 
lems, low real estate taxes, low interest retes and 
sound city or town planning are the main requisites, 
Cheap money involves among other things, the 
maintenance of sound public credit; lower real estate 
taxes mean improvement in the standards of municipal 
efficiency and the reduction in the burden of munici- 


pal administration," 


THE CHAIRMAN: You deel with that problem of municipal 
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administration in a lator part of the brief, do you not? 

MR. WALTERS: Yes, Mr. Chairman. The Minister for 
Municipal Affairs, the Honourable Mr, Cross, will present 
that feature, 

"The Government of Ontario is keenly aware of 
the problems of the municipalitics and especially of 
the very inequitable tax-burden resting on real 
estate. The Province of Ontario has already made a 
beginning in this connection. Within the past two 
years the municipalities of Ontario have been reliev- 
ed of their share of the costs of Provincial Highways, 
of Mother's Allowances, of 01d Age Pensions and Pen- 
Sions for the Blind, Educational grants, and township 
road grants have been inereased, The Province has, 
in addition given a subsidy of 1 mill to all cities, 
towns, incorporated villages and townships and has 
authorized the municipal taxation of liquor store 


premises. In this year's budget additional educationay 


and tubcreulosis grants were provided. The annual 
value of these additional benefits approximates 
$13,359,000, The Province realizes the importance, 
almost the necessity, of increasing the scale of 
these grants, 

Much more money will have to be spent in the 
coming years on health services in bringing adequate 
hospital service to the population outside the 
larger cities and especially in developing preventive 
work. 

Modern conditions require increased expenditure 
on agriculture. The development and maintenance of 
improved standards in production and marketing are 
necessary for both the export and the domestic trade, 
More money needs to be invested in research and in 


the effective populerization of the results of re- 
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"search," 

THE CHAIRMAN: Are you speaking of research as carricd 
on at agricultural colleges, or at the Ontario Research 
Laboratory or at the Dominion Rescarch Laboratory? 

MR. WALTERS: I refer principally to the Ontario 
Agricultural College, - tests of soil and so a 

"The Province of Ontario expects a reduction in 
some lines of expenditure, It has already reduced con- 
siderably the per caput of general governmentel over- 
head, and further modest economies can still be 
expected in this respect, 

In other words, with provincial taxation already 
at a very high-rate, with the prospect of declining 
revenues from succession duties, with increasing 
demands upon expenditure, demands that are often just 
end proper, the budgetary difficulties of the future 
are serious. 

The Province of Ontario. does not Delisve that at 
is practicable or efficient to transfer many of the 
most expensive social services to the Dominion," 

COMMISSIONER SIROIS: Could some of them be transferred? 
You sey “not many"? 

MR. WALTERS: Not the social services, nO» 

COMMISSIONER SIROIS: None? 

MR. WALTERS: I do not think so. 

CCOMMISSIONGR SIROIS: Because you say “many.” 
MR. WALTERS: Not unless there was a change in the 
allocation of revenue, And then we get back to the point 
of the public authority that collects the tax, the public 
authority to supervise expenditure. 
"It believes that the municipalities must heve in- 
creasing relief from their expensive responsibilities, 
The Province of Ontario, therefore, camnot give up any 


present source of substantiel revenue, and must in 
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“fact, insist on a more strict recognition of its 
Cluerly established legal and moral rights in the 
field of direct taxation and natural resources," 

THE CHAIRMAN; You will come to that in detail later 
on? 

MR. WALTERS: Yes, my Lord. Then there is a quotation 
from Professor Adarkar, an eminent economist from india, 
which I shall quote, I might remark, Mr. Cheirman, that I 
am very much impressed with the clear picture that such 
economists as Adarkar and Shirras and Swedish economists 
gct of our problems here, They seem to understand them 
bettcr, and it is probably because they approach them en- 
tirely without prejudice, 

TH CHAIRMAN: Does this quotation from Professor 
Adarkar apply directly to Canada or is he speaking gener2lly? 
MR. WALTERS: He is speaking generally and I submit 

that the principles of public finance and political 
principles, principally the principles of public finance, 
apply with equal force in Calcutta or Bombay as they do in 
Canberra and Toronto, I quote: 

“The present tendencies in federal finance are 
towards centralization, This tendency is not to be 
desired or applauded. It is due largely to the after- 
meth of the War, the recrudescence of war mentality, 
and the emphasis on nationalism. The peace time needs 
of human civilization arc being shamelessly neglected, 
and the centralization of finance aids and abets such 
a policy. When the world returis to a mood of sanity 
it will learn that states and local bodies are more 
suitable agencies of social welfare, and though ad- 
ministretive co-ordination is essential, finance must 
be more, and more decentralized if the aims of human 
progress are to be achieved,..what is needed above 


all is a more solid finencial status for states and 
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"for local bodies," 

COMMISSIONER ANGUS: My memory of Professor Adarkar 
is that while he may be opposed to centralization he does 
take the view that the richer states or provinees very 
properly contributo to the welfar. of the poorer ones, with 
andian conditions in mind primarily, 

MR. WALTERS: I would not teke exception to thet. 11 
is just the s«me as the different individuals of the State, 

THE CHAIRMAN: It is ons o'clock Mr. Walters; we will 


meer you further at 2,30. 


(Page 7551 follows) 


4 
yw ™ 


- o ue a 


=? iy ya? 


oa 
a 


wT © 


‘ pen 


es aa 


7 a 
i Fe ; 
j 7 a 
TIrh : 
“9 7 
; 
j 
; 7 
§ aa ¢ 
é ‘ug 
. 
fl a f 
= 
aL ¢ 
- 
a5 
. 
; f 
Pas Soe ; : 
7 t 
' 
7 ; 
v3 ; 
Pt 


desi tzo% rece get) ; 


————— | 


7551 


AFTERNOON SESSION 

The Commission resuwted at 2:30 P.M. 

MR, WALTERS: Mr.Chairman, I had just finished page 
56 in book No.2, and now refer to the three succeeding 
tables, table No.1, table No.2, and Table No.3. 

No. 1 is a statement of revenue and expenditure 1870 

to 1937. Table No. 2 treats of the same items on a 

per caput basis. And Table No.3 on a percentage basis. 
Table No.4 gives a summary analysis of the provincial 
debt. J do not know whether you wish any explanation on 
these tables? 

THE CHAIRMAN: Go back for a moment, Mr.Walters, to 
just glance at these figures. Oan you tell me what the 
Ontario expenditure was in 1905? It is perhaps in the 
more detailed table in the other book, is it? 

PROF. TAYLOR: Table one in the appendix, book 3. 
It is not broken down, just the grand total; on page 23. 

MR.WALTERS: The revenue then was $6,016,000, 
expenditure $5,396,000, with a surplus of $620,000. 

THE CHAIRMAN: I know in those days that was said to 
be a very extravagant expenditure for the province. Times 
have changed. 

MR.WALTERS: Some day a Commission will refer to the 
moderate expenditures of 1938, I suppose. 

THE CHAIRMAN: It may be so. It will be our grand- 
children, I think, Mr.Walters,or great-grand-children. 

MR.WALTERS: Well, I hope our grand-children will be 
as fortunate with their grand-parents as we are with 
ours. 

THE CHAIRMAN: Yes, I hope so. The big increases 
in revenue are in corporation taxes, succession duties, 
and gasoline tax. 


MR.WALTERS: Yos. 
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THE CHAIRMAN: Motor lieonsos aro vory large too. 
And in intcrost. That is tho payment by tho Hydro 
Hloctric and T. and N.O. | 

MR.WALT#RS: Hydro Hlectric and T &N.O. - not the 
ae NO. Lately, =the agricultural devolopment board, 
tile drainage debentures, municipal drainage debentures, 
housing loans. 

THE CHAIRMAN: Then, in tho oxpendituros the big 
increascs arc debt charges, public wolfarc, cducation 
to a modcratec dcgrcc. 

MR.WALTERS: Hospitals. 

PROF. TAYLOR: That is included under wolfarc, sir. 

THE CHAIRMAN: That is where the big incroases arc, 
in debt chargcs and public welfarc. I suppose some day 
we will have tho figures but it would be intcrosting to 
have a comparison of the por capita waalth annual 
production comparcd with tho increase in por capita 
taxes. 

MR.WALTERS: Wo havo established those figures fbr 
the last year énvthe national income. We made an 
attcompt when the budgct was brought down this yoar to 
do that. Tho cstimated national income of this provinces 
is approximatcly two billion dollars and the tax levy 
against thc national income, the Dominion taxcs G:° she 
national income of the provinec of Ontario 7 oB2%, 
provincial taxes to national incomo 1.98%, and municipal 
taxcs to national income 6.47%. 

THE CHAIRMAN: Making a total of --?* 

MR.WALTERS: 15.77%. 

TH# CHAIRMAN: It scoms to mc I havo scon somo public 
calculations or statcments that would indicato tho cost 
was highcr than that, but perhaps not. I do not moan 


for the province but speaking gonorally for Canada. 
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MR.WALTERS; Wc work so many days in tho yoar to pay 
our taxos and so on. According to this wo would work 
about 54 days. 

TH CHAIRMAN; That is quitc a contribution. 

MR.WaLTERS; That is a littlo worse than tho old 
tithc,whcro thoy gavo a tenth. 

THE CHAIRMAN: Yos, but that doos not include theo 
voluntary contribution the citizen makes for religious 
and cducational purposos. 

MR.WALTERS: I think when thoy sclected tho first 
King of Israel they figurod that thoy should pay a tenth, 
didn't thoy? Samuol set out just what thoy should pay. 

THE CHAIRMAN: It has bocn there for a long time, 
and there was a brief filed with us that if we would 
come back to the Commandments it would be all right, 
it would disponse with the Ministers of Finance and other 
unnecessary officials in handling governmental affairs. 

MR.WALTERS; We are all going into the ministry then, 
or the ehoirs. 

THE CHAIRMAN: Those are very intercsting tables, 
Mr.Walters, and give a very good picture of the situation. 

MR.WALTERS: Well, in spite of the fact we are 
paying morc taxes poople arc living longer and seem to 
have more pleasures than they used to have. 

THE CHALRMAN: You do not think that is due to the 
fact that they are paying more taxes, do you? 

MR.WALTERS: No, in spite of the fact. The best 
perfume I remember as a boy is that which came from 
my mothor's stove, the burning of booch and maplcwood 
and the burning of fresh bread in tho oven. 

THE CHAIRMAN: That is pretty good yot. 

MR.WALTERS: They say as long as you have beech and 


maplewood in the wood box and the smell of fresh broad 
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in the ovon, tho nation is safc. May I pass on? 

THE CHAIRMAN: Yos; do you dcsiroc now to go on to 
grants-in-aid or would you liko to discuss theso othor 
schedules that wo passod ovor this morning in part 3? 

MR.WALTERS: I think I should liko to continuo tho 
narrative at the presont timc. 

THE CHAIRMAN: All right, thank you. 

MR.WsLTERS: Subsidios and Grants-in-Aid. 


"Subsidies and grants-in-aid play somo part in 
practically all systoms of public finanec. In unitary 
governments the central authority frequently makcs 
grants-in-aid to municipalitics for such purposcs 
as cducation, health, housing, uncmploymcnt roeliof, 
and so on. In federal eountrios tho contral 
governmont commonly givos subsidics or grants-in- 
aid for housing, highway construction, roliof, and 
oftcn for the genoral purposes of Govornment. 

In Canada the prineiple of Dominion subsidios 
to the provinces for the gon:ral costs of 
administration was a fundamcntal part of the whole 
basis of Confedoration. In bricf, the Dominion was 
to take oes the main anu reeesor revenue on which 
the pre-existing colonics had becn accustomod 
to rely. It was admittcd that dircet intornal 
taxation had no historical background in thoso 
eolonics, and morcover, the simple and almost 
primitive statc of their cconomic system did not 
lend itsclf readily to the devolopmont of olaborate 
dircet taxation oxcopt on a local or municipal 
basis. It was further oxpoctod that tho inevitable 
revenucs of thc Dominion , incidcontal to its 
assumption of the control of customs and oxcisc, 


would be far in excess of tho necds of the Dominion. 
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Tho rosult of thoso considorations was that tho 
Dominion was to pay to coach provinces an annual 
subsidy which, added to the revonues of tho 
provincial public domain, would bo sufficiont to 
carry the costs of provincial administration. 

The long story of thesc subsidios necd not bo 
rotoid here. In briof, it is chicfly the story of 
ropceated sucecssful assertions by the Maritimo 
and Westcrn provincos for 'bottor terms', in 
offcet, for largcr annual subsidics," 

That is merely a statcment and is not 2 er*ticism, 

"Bs will be noted fram Table 3 (pagc 39) the 
poreontage of provincial revenucs supplica by the 
Dominion subsidy to Onterio was 57.0 per cont in 
1870, 60.5 per echt in 1880, and sinco thon has 
stcadily fallen to 4.3 por cont in 1930 and 3.2 por 
eont in 1937.(For comparison of current subsidics 
seo Appendix Tablo 2-A). 

In addition to the general or uneonditional 
subsidy the Dominion has on various occasions 
Since 1914, mado spocial grants-in-aid to the 
provinecs for spocific purposcs, and conditional] 
upon the provinces spending an cqual ora 
proportionate amount from their own funds. Grants— 
in-aid for tho dovclopment of Agricultural 
Education wore mado from 1914 to 1923; for 
Technical Hducation, 1920-1929; for combating 
voncreal discasc, 1920-1932; for highway construction, 
1921-1928; for Employmont offices, sinco 1919; 
for 01d Agc Pensions, sinco 1928; and for 
Unemployment and agricultural Rolief, sinco 1930. 

Tablo i:,(page 43) itomizes tho grants and 


subsidios mado by tho Dominion to the Province of 
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Ontario. 

The Provinco also gives subsidies and grants- 
in-aid to municipalities, and also to public and 
scemi-public oducational ,hoalth, wolfaro and other 
clcemosynary institutions. Table 2, (page 44) 
classifics these grants by the Province of Ontario 
for the ycars 1936 to 1938 under appropriate 
heads. It will be observed that tho Province of 
Ontario makes largergrants than it recoives from 
the Dominion Government. This excess of Provincial 
grants over Dominion amounted to $8,500,000 in 
1935-36, nearly $1,000,000 in 1936-37, and will 
be about $5,000,000 for the ycar 1937-38," 

Mr.Chairman, I think that I might well now refer to 
the table on page 43, if I may. 

THe CHAIRMAN: Yes, please, 

MR.WALTERS: Table No.1 show: the Dominion subsidies 
and grants-in-aid to the province of Ontario, years enzed 
March 3lst, in thousands of dollars. The period 1867 on, 
the average per annum prior to 1930, $1,628,000: 1930 
$2,643,000, 1931, $2,643,000, 1932 $2,941,000 which 

continues up to the present time. 

TH& CHAIRMAN: Yes, that is due to the change in 
the population in the census, I suppose, of 1931? 

MR.WALTERS: The dicennial census. 

THE CHAIRMAN: There is no change in the subsidy 
to Ontario, I presume, since 1907, is there? 

MR.WALTERS: No sir, the basis has remained the same. 
For agricultural instruction the period of grant was from 
1914 to 1923, and the average per annum was $327,000. 
Employment offices from 1919 to 1930, the average per 
annum was $69,000, then it dropped to\61,000, the next 


year $68,000, $67,000, $64,000 from 1933 to 1935, and it 
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is now $62,000. Technical education, the grant was 
discontinued in 1929. It was an avorage of $318,000 per 
annum. For the prevention of venereal disease from 1920 

to 1932 $42,000 and $33,000. The Canada Highways Act, 
there was an average of $735,000 per annum given from 

1921 to 1928. The Old-«ge Pensions began in 1930, 

and the first year $536,000, just at the inception of 

the Act, tho noxt yoar $3,517,000, $6,039,000, $6,828,000, 
$7,086,000, $7,672,000, $8,677,000 and $9,147,000. 

TH CHATRUAN: In what year was the percentage 
paid by the Dominion raised, Mr.Waltcrs? 

MR.WALTERS: I will give you that figure in just a 
minutc. 

THE CH.IRMAN: «4t the present time the Dominion pays 
$9,147,000 for Old-ge Pensions in the Province. 

MR.WaLTERS: Yes sir, and wo contribute 25%. 

TH# CHAIRMAN: You contribute a third of that amount? 

MR.WALTERS: Yes sir. Up to last ycar the municipalities 
contributed. 

To answer the qucstion you raised, sir, it was 
changed from 50% in 1932 to 75%. 

THE CHAIRMAN: Yes, the inercascd grant was for the 
year 1932 then. That probably explains the big jump 
from $3,517,000 to $6,039,000? 

MR.WALTERS: Yes, and the continuing number of 
pensioners. This is passing from a young country to an 
oldor country. JI suppose the progress of medical science 
has accounted for the prolonged span of life. That is a 
great problem, my Lord, the Old Ago Ponsiohs. 

COMMISSIONER DAFOE: The percentage of growth has 
been genoral all over the Dominion, has it not? 

MR.WALTERS: Yos, Dr.Dafoe, I think it has. 

COMMISSIONER DAFOE: nd the rapidity with which tho 
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curve gocs up. 

MR.W.LTERS: Yos, I think in tho Womstcrn Provinces 
at first it was a country of young mon, and now I 
believe, speaking from momory that Princo Haward Island 
has the greatest percentage of old age pensioners. We 
have the table there. It is something to look forward to. 

THe CH:ITRM\iN: How many have we in Ontario? 

HON. MR.CROSS: 55,000. In table 24. 

TH# CHAIRMAN: That is in pars 3, is it? 

MR.WALTERS: Table 24, part 3, yos, the number of 
pensioners. No, that does not give it by provinces, 
that just gives Ontario’s share. The total number of 
pomsicners as at September 30th, 2937, - I will neers 
them by provinces, if you wish? 

THE CHAIRMAN: What page is it? 

MR.W:LTERS: This is my own mcomorandun. 

THe CHAIRMAN: Yes, 1 would be very glad if you would 
give them. 

MR-WALTERS: Old «ge Pensions in Canada as at 
September 30th,1937. The total number of pensioners in 
Alberta, where the act became effective August lst, 1929, 
9,564. British Columbia, the Act became effective 
septemberlst, 1927, 11,298. In Manitoba, the Ast became 
effective September 1st ,1928, 11,843. New Brunswick, 
Act effective July lst, 1936, 10,717. Nova Scotia, 

Met effective March ist, 1934, 13,779. Ontario, Ast 
effective, November lst, 1929, 56,877. Prince Hdward 
Island, act effective July lst, 1933, 1,783. Quebec, 
Act effective, august lst, 1936, 43,813. Saskatchowan, 
act offective May lst, 1928, 11,720. North West 
Torritorics, Order-in-Gouncil January 25th,1929, 7. 


Total 171,401. The average monthly pension rangcs, the 
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highest ponsion is in Ontario, - no, the North-Wost 
Territories, thoro wore only 7 pensioners there. But in 
Ontario tho avcrage monthly pension is 18.31. Manitoba 
is 18.68. 

THE CHAIRMAN: British Columbia. 

MR.WaLTERS: British Columbia, 19.20, yes. Now, here 
is the percentage, this is interesting. Percentage of 
pensioners to the total population. In Alberta it is 
1.24; British Columbia 1.51, Manitoba, 1.67, New 
Brunswick 2.46, Nova Scotia, 2.57, Ontario, 1.54, 

Prince Edward Island 1.94, Quebec 1.42, Saskatchewan 
1.26. 

THE CHAIRMAN: The percentage of persons over seventy 
years of age is very interesting. 

MR.WALTERS; Yes, it is, sir. In percentage of 
pensioners to population over seventy years of age, 
53.13 in #lberta, 41.84 in British Columbia, 53.83 in 
Manitoba, 59.54 in New Brumswick, 51.03 in Nova Scotia, 
35.11 in Ontario, 30.74 in Prince Edward Island, 

46.12 in Quebec, and 53.27 in Saskatchewan. Those are 
Tery interesting figures. 

THE CHAIRMAN: That means, does it, that in Alberta, 
to illustrate, 53.13% --- 

MR.WALTERS: Out of a hundred over seventy years of 
age are entitled to old age pension. 

COMISSIONER ANGUS: For what year arc those figuros? 

MR.WALTERS: That is Septembor 30th, 19357. 

THE CHAIRMAN: It is difficult to think that such a 
percentage in these diffcrent provinces would qualify for 
old ago pensions under a strict interpretation of the 
Act, but 1 suppose it must be so. 

MR.WALTERS: Well, I supposo in tho nower provinces 
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and put the old people out and they had not been able 
to provide for them. That might be one explanation. 
And then I suppose, too, in Ontario we might be more 
insurance conscious. 

THE CHAIRMAN: Yes. What is the requirement to 
secure the pension? They must not be in receipt of income 
of more than --- 

HON. MR.CROSS: More than $365 per year. And there 
are certain deductions made, Mr.Chairman, in respect 
to when that amount of income was received in order 
to adjust the pension. An applicant in receipt of that 
amount of income, of course, would not receive the full 
pension. 

THE CHAIRMAN: How is that adjusted? Take a person 
who is not in receipt of any income, that person would 
get the full pension. What is the maximum? 

HON. MR.CROSS: $20 per month. 

THE CHAIRMAN: How much would a person in receipt 
of $365 get? 

HON.MR.CROSS: I could not answer that directly, 
Mr.Chairman, by reason of the fact that different 
conditions apply in different parts of the province, 
where living costs are different and different scales 
are provided. #ach case is dealt with on its own merits, 
having in mind the financial condition and the living 
conditions of the applicant. 

COM:ISSIONER MacKAY: Have you worked out an index 
that you can apply as to the standard of living, Mr.Cross? 

HON. MR. CROSS: No, the province is zoned in a general 
way and the applicants are first heard by a local boare 
in each county or in each city and the regulations that 


we enforce are agreed upon at inter-provincial conferences 


Panel boob rat a 


J 


vi 


erat ian . ade teq OBE nett erode 4 
teequer al .quafed).cW ,ehou nso beer pay 
tebe a) beyfbsat ea0 emvoont to sical or 
gedd te 'tqleoee BY daeeztaye sd snotedey oat “h a 
oe 


me i ~~ 
7 Lis eae SvLAGOT fen. Bigoy .SeTuos zo abionnt "6 : gr 


; a.) aeg 
read feist theteatte saci? al wou ALOIS | <P wre i] 
Si cow Depieg, atts .encas? ene to sqteae2’ “itt “$0 st oe a 
Thinttxen ccd ot tail (attend Lot Reka 

-dtrom 40q°088 <*esORd mi a 


wine 


?qlectt. af moeteqg & Giosw cane wos aMOLARO “Se” 


rep: “aneg te 4 
Les ee “ra Tens. Seine #60 dlsio- weten a. ‘ine a 

“fat cB vads tupt etd ‘ke asart Ws Si a 
,Semtrosg e6F Re etitag taser to AA 48 enoid tase 

eeiece Saprtertih hee 0 avis? t! i gta ‘seo ‘pinert ete 

ed Peg nwo G: ‘2 Mee MAly Fined st saat ‘to beniveny, roe 
antwil, edt Bap tiwisbbaoe fete hart pit bata af shiva May 
| tiestiqgs edt ta enbtt bao | 
Lb * xobat 3 Gye ‘Saleeow nee bade SYRORN mmworeacalot | Ske 
he2cth. VL Se Saabgers ois of oe vleae ite uty rads 
teteuc§ # Gk AAA AE wontvor: ott. (ot (BOOKS ae ME 8 
frit faseg 8 "a Spon tenty ws stan Etags edd bee bagi 
ais ened s giget, ads die so dois at to qinuod sdoos a 
Saeter. siros tatobipvortemeagt ve keae bawtad’ ‘ou ouzeTae oe 
y 


. ; a 


_ ii, Oe | eae 


7561 


with the federal government. Tho act is administorod 
by an old-age pensions commission in tho province which 
operatcs under the regulations that are prescribed in 
Ontario and agreed to by the province. 

THE CHAIRMAN: If you have a spare copy of that 
statoment I think it might be marked as an oxhibit. 

PROF. TAYLOR: We can mako more copies of it, but if 
you like you can mark that. 

TH? CHAIRMAN: What exhibit will that be? 

MR.ST.LAURENT: Part 2 has not yet boen marked, Mr. 
Chairman, and this is supplemental to part 3. Perhaps 
part 2 might be marked cxhibit 297, part 3 cxhibit 298, 
and this statement exhibit 49. 

TH& CHAIRMAN: Yes. 


EXHIBIT NO. 297 Book « of Statement by the 
Government of Ontario. 


EXHIBIT NO. 298 Book 3 of Statement by the 
Government of Ontario. 


EXHIBIT NO. 299 Statement of Old Age Pensions 
in Canada as at Sept.30, 1937. 

MR.WALTERS: The ncxt item is also most intcresting, 
the one that follows on unomploymcnt relicf. You will 
observe from this tablo that tho cost to the Dominion for 
unemployment in this provinces varicd from $4,692,000 
in 1931, reached the peak in 1936, $15,312,000, and for 
the fiscal year cnded 31st March, 1937, the Dominion 
grant to the provinces for unemployment rclioef was 
$14,794,000. I question that figure, mysolf, that must be 
a brcak-down of two itoms thero, of grants to uncmployment 
projects. 

HON. MR.GROSS: It was not more than $7,000,000 
last ycar. 

MR.WALTERS: That figure, sir, contains some other 


factors such as road grants and so on. 
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THE CHAIRMAN: Those items would include tho grants 
for public works, relief projects, would they? 

MR.WALTERS: Yes, I have sent for a broak-down 
of this. At the present time I think the Dominion givos 
$461,000 per month. 

THE CHAIRMAN: While they are getting that 
information we might look at the schedule on the next 
page. 

MR.WALTERS: I don't want to get into this unemploy- 
ment relief until later anyway, and wo will have the 
figures available. 

Now, here are the subsidics and grants made by 
the province of Ontario to the municipalities and other 
public and semi-public organizations. For the year 1936 
the grants were $35,000,000; 1937 twenty-seven million 
and a half, and for the present fiscal year which ends 
on the 3lst of March, of next year, we estimato $29,477,000. 
The principle changes there are in relief, cducation. 

THE CHAIRMAN: Yos, there is a big drop in relief 
prom 1956. to 1938. 

MR.WALTERS: Yes. 

THE CHAIRMAN: Is the percentage different in those 
three years, 1936, '37 and '38, of the grants to the 
municipalities? 

MR.WALTERS: For relief? 

THE CHAIRMAN: Yes. 

MR.WALTERS: I have sent for my book, Mr.Chairma, 
but I recall that this year wo are budgcting for the 
samo percentage of relicf as last year. That is this 
province bears 45.9% of the cost of relict. 

THE CHAIRMAN: Thon, that $9,725,000 compared with 


$13,270,000 would indicate a decrease in the number on 
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relist, if you aro budgcting on tho same basis? 

MR.WALTERS: Partly, and partly a change - yes, 
as far as this province is Suncerned, it must bo so, 
and a reallocation of the burdon of relior. 

HON. MR.CROSS: I think you will fing in the brief 
a scction on unemployment later which gives you a 
comparative figurco in March, which is gencrally the poak 
month during the yoar. un page 70 it is said tho numbers 
on relief reached a peak in March,1933 of 485,000 and 
that is carricd forward to March of 19764, 135, "S06 aha a0 
March, 1937 tho total numbor on relicf wore 554 ,000 
as comparcd with March,1938 of 274,000. 

MR.WALTERS: Yos, there is a big drop there. We 
intended to dcal with those figures whcn woe eamec to that 
scection. 

THE CHAIRMAN: Yos, all right, thank you. 

COMMISSIONER MacKAY: With respoct to tablc No.2, 
Mr.Walters, should it not be pointed out, however, 
that the grants-in-aid made by the province are for 
provincial purposcs, part of your whole scheme of 
provincial government, whereas the grants made by the 
Dominion are really in aid of provincial government? 

MR.WALTERS: Quite, yes, that is a fact. The 
purpose for which ths grant is made from the Dominion to 
. the provinces, the subtidy of course arose out of 
Confcdcoration. But these aro part of our existence of 
what you might call thc sccondary functions of 
government in this province. 

COMMISSIONER MackKAY: Yes, part of them are really 
for your overhead herc, for instanco civil scorvicc 
Superannuation. 

MR.WALTERS: Yos. Of course that does not loom 
very large in the total. 


THE CHAIRMAN: Mr.Waltors, I notice in this table 
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the municipal subsidy is $3,000,000. That is ono mill on 
the dollar, is it? 

MR.WALTERS: Yos, Mr.Chairman. 

MR& CHAIRMAN: How docs that comparc with the amount 
reecived for income tax which was taken ovor? 

MR.WALTERS: Wo rceecived from inecomo tax during the 
jast fiscal yoar $6,041,000. We paid out by way of 
municipal subsidy roughly $3,000,000, and wo paid out 
for old age pensions and mothcrs’ allowanecs, for that 
portion of the burden formerly borne by the municipalities, 
a furthcr sum of about $3,800,000, I bclicve it was. 

But in the net rosult, as a result of this change brought 
about by the provinee levying an income tax province- 

wide, assuming the costs of old ag@ ponsions, mothcers! 
allowanecs, and paying tho one mill subsidy, the province 

is contributing out of its own rovenucs a sum of approximatoly 
$30.0,000 per amun. 

THE CHAIRMAN: Thank you. 


( Page 7566follows ) 
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MR. JALTERS: So that the income tax grab of the 
province of Ontario is like a man lcading with his 
left cye into a man's right fist, that is the net result. 

THE CHAIRMAN: It is like taking it out of one 
poeket and putting it in the other. 

COMMISSIONER ANGUS: Are those grants conditional, 
in the same sénse in which the Dominion subsidics are? 

MR. JALTERS: The only condition with respect to 
this provincial subsidiy is that it will be passed on 
to the ratepayers in reduction of their taxes and not 

absorbed in the general funds of the municipality. 

THE CHAIRMAN: That applied to the one mill subsidy, 
it does not apply to the old age pensions, does it? 

MR. JAUTERS: No, the cost is entirely divided 
between the province which pays 25 per cent and the 
Dominion which pays 75 per cent. 

THE CHAIRMAN: So far as the one mill grant is 
concerned, it is passed on to the ratepayer but the 
relicf from the old age pension is not passed on, is it? 

MR. WALTERS: It merely improves the budgetary 
position of the authority receiving it. 

COMMISSIONER ANGUS: Have you any general view as 
to whether it is a good system or not to have grants — 
in-aid which are conditional? 

MR. WALTERS: You mean grants in aid’? 

COMMISSIONER ANGUS: Yes, from the Dominion to 


the province. 


MR. WALTERS: As to whether they should be conditional 


or not? 
COMMISSIONSR ANGUS: Is it a good system to have 


conditional grants and use tnem,as thy lave been used 


to secure more uniformity? 


MR. WALTERS: Yes, I think so, such grants as technical 


education arc good. If the Dominion is to be held respon 
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sible for uncmployment, it ought to have control over the 
type of cducation which is to be furnished to a young 
man. Young men are being aducated to be actuarics, where 
they might be made landscape gardzncrs. 

COMMISSIONER ANGUS: You think it is the best way 
to get control? 

MR. WALTERS: Yes, I do. 

Quoting from the brief at the top of page 40: 

"The expenditures of any government ars de- 
termined by two factors: its functions, and its 
revenues. If the functions o*% government are 
limited, its expenditures will not be great. On 
the other hand, if its functions are varied and its 
responsibilities greater, its expenditures will be 
proportionately larger. <A restriction is, however, 
imposed on the expansion of the functions of govern- 
ment by its sources of revenuc. If a government 
is to remain solvent, its expenditures must be 
limited to the mcans at its disposal where. sh to 
meet them. 

Prior to Confederation, certain of the functions 
of govermment in the British Colonies in North 
America were performed by and at the expense of the 
Imperial Government, c.g., defence. Apart from 
those execptions, however, all the functions of 
government of cach colony were porformed by the 
government of that colony. 


For the fulfilment of its functions, cach 


colonial government had tho cxclusive power of tax- 


: es m 2 . ae 
ation within its bordors. To mect its expendi 


tures it pad the power to levy and collce t whatever 


taxcs it decmed necessary OF cxpedient; the taxable 


resources of the people were subjcct to its demands 


and no others. It was not necessary for it to con= 
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“sider the portion of tho revenucs of the colony 
which would be available for its purposes; it 
was entitlcd to the whole of those revenues. 

Nader the B.N.A. Act, cach of the colonics enter- 
ing the federation surrcendcred to the Dominion 
Parliament all its powers of taxation with the 
single exception of direct taxation. The transfer 
of those powers at that time represented the giving 
up of all their large sources of revenue. 

The B.N.A. AGt, however, did not transfer from 
the individual colonies all the functions of govern- 
mont which they had exercised up to that time. 

It provided that the provinecs should be res- 
ponsible for the establishment, maintenance and 
management of public and reformatory prisons, and 
of hospitals, asylums, charities, and elecmosynary 
insdivations, for the administration of justice, 
for the fostering of agriculture, for education, 
for municipal institutions, and for local works. 

The provisions made in the Act for the revenues 
of the provinces were four-fold in character: 
license fees, revenues from natural resources, 
subsidies from the Dominion, and the power of 
direct taxation. 

The objective of the framers of the constitution 
was to provide the provinces with sufficient re- 
venue to meet all their requirements for the 
fulfilment of the functions of government vested 
in them. In his speech in the Parliament of 
Canada in support of a resolution that an Address 
be presented to Her Majesty for the Confederation 
of British North America on the basis of the Que- 


bec Resolutions, the Honourable A.T. Galt said: 
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"*I now proposo, sir, to rcefor to the mcans which 
will be at the disposal of tho several local govern- 
ments to cnable them to administcr the various 
mattcrs of public policy which it is proposed to 
entrust to them, and it is evident that unless 
ample provision is made in the arrangements, 

great danger will arise that the machincry whereby 
the local wants of the people are intcnded to be 
met will speedily be impaired, causing complaint 
on the part of the inhabitants of the respective 
localitics, and involving considerable danger to 
the whole machinery of governmcnt.....’ 

In the scheme devised, the local revenucs ar- 
ising from the lands, forcsts and mines of the 
provinces were reserved for the use of the pro- 
vincial government. By Sub-soction 9 of Section 
92, the provincial legislatures were given ex- 
clusive power to make laws in relation ayer 

t(5) The management and sale of the public 
lands belonging to the provinces and of the timber 
end wood thereon.‘ 

By Section 109 it was provided: 

1109. All Lands, Mincs, Minerals and Royalties 
belonging to the several provinecs of Canada, 

Nova Scotia and New Brunswick at the Union and all 
Sums thcn due and payable for such Lands, Mines, 
Mincrals, or Royalties, shall belong to the several 
Provinces of Ontario, xuebcc, Nova Scotia, and 
Noy Brunswick in which the same are situate or 
arisc, subject to any Trust cxisting in respect 
thereof, and to any Interest other than that of the 
Provinec in the samc.‘ 


At that time thesc territorial revenucs were 
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"insufficicnt of thomsclves to providc for the 
anticipatcd oxpenditurcs of the Provinces. It 
was thereforc recognized that the provinces must 
be provided with additional revenucs to moct the 
requirenents of their local expenditures. The 
scheme of subsidics wea devised for this purpose. 

To quote again from the same speech of Hon. A, 
T. Galt: 

‘In transferring to the general government all 
the large sources of revenue, and in placing 
in their hand with a single exception, that of 
direct taxation, all the mcans whereby the 
industry of the people may be made to contribute 
to the wants of the state, it must be evident to 
ever? ong that some portion of the sources thus 
placed at the disposal of the general government 
must in some form or other, be available tb supply 
the hiatus that would otherwise take place between 
the sources of local revenue and the demands of 
locel expenditure’. 

The amount of the subsidies, fixed on the 
basis of 80 cents per head of population according 
to the census of 1861, with a special grant to 
New Brunswick, was estimated as sufficient to 
bridge the gap between the local revenues of the 
provinces and their cstimatcd expenditures at that 
time." 

THE CHAIRMAN: They not only estimated it was suf- 
ficicnt, but they provided that it should be final. 

MR. WALTERS: Yes, sir, and every subsequent sottlement 
has bcen deemed to be final. 

THE CHAIRMAN: There scems to be no finality in the 


matter of subsidies. 
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NR. WALTERS: No, nor evcn in Succcssion Dutics. 

COMMISSIONER DaFOE: Thc noxt timc they will sey 
it is to be finelly finel, and perhaps that will hold 
Hos 

MR. WALTERS: Continuing to quotc: 

"It was not entircly ovcrlookcd that the 
expenditurcs of the local governments would 
increase as the population of the provinees 
increased. It was cxpcctcd, however, that by the 
dcovelopment of thcir natural resources, the provin- 
ces would, from that source, derive sufficient 
additional revenuc to mest the additional outlay. 

AS Me. Galt said: 

‘We may, however, place just confidence in the 
development of our resources and repose in the 
belic... that we shall find in our territorig.s 
domain, our valuable mines, and our fertile fields, 
additional sources of revenue far ‘*syond the 
requirements of the public services, * 

The only means othcr than the dcvelopment of 
thoir naturel resources, given to the provinces tO 
increase their revenucs to meet the increasing dc- 
mands of cxpenditurc, was the powcr of direct 
taxation. At that time dircct taxation was in 
corteain of the colonics entirely unknown. In 
Upper Canada, it is truc, the pcople had become 

familiar with dircct taxation through the systam 
of municipal government, but even to them direct 
taxation meant only a tax on land. It was one of 
the arguments most frequently advanced by the 


opponents of confederation in Lower Canada that 


the local legislature would have power to levy 


‘direct, that is to say, Oppt scsive or new taxation.' 
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"It was the view of the Honourable A. T. Galt 
that the antipathy of the people toward direct 
taxation would have a salutary effect upon the 
administration of provincial affairs. In his 
speeoh in the Parliament of Canada already re- 
ferred to, he said: 

tIf, nevertheless, the local revenues become 
inadequate, it will be necessary for the local 
governmerts to have resort to d*rect taxation; 
and I do not hesitate to say that one of the 
wisest provisions in the proposed Constitution, 
and that which affords the surest guarantee that 
the people will take a healthy interest in their 
own affairs and see that no extravagance is 
committed by those placed in power over them 
is to be found in the fact that those who are 
called upon to administer public affairs will feel, 
when they resort to direct taxation, that a solemn 
responsibility rests upon them, and that that 
responsibility will be exacted by the people in the 
most peremptory manner. If the men in power find 
that they are required, by means of direct 
taxation, to procure the funds necessary to 
administer the local affairs, for which abundant 
provision is made in the scheme, they will pause 
pefore they enter upon any career of extravagancee 

THE CHAIRMAN: His prophecy appears to have worked 
until the end of the century, put after the turn of the cen-~ 
tury it does not appear to have been effective. 


MR. WALTERS: They have become blase. 


Continuing to quote: 
"That natural resources and direct taxation 


were the only elastic sources of revenue of the 
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“yrovinces is explained by the fact that it was 
made a part of the B.N.A. Act that the subsidies 
should not be increascd with the increase of 
population. Section 118 of the Act reads in part 
as follows: 

‘Such grants shall be in full settlement of 
all future demands on Canada.° 

On commenting on the Quebec Resolutions on this 
point, the Honourable A. T. Galt said: 

‘It must bo observed that the agreement does 
not contemplate any future cxtcension of this 
amount. It is hopcd that, being in itscif fixed 
and permanent in its character, the local govern- 
ments will see the importance--I may say the ne- 
cessity--of their exercising a rigid and proper 
control over the exponditurs of their several 
provinces. We thus obtain onc of the greatest 
securitics that can bc offered to us that those 
influences which, in such a legislature as wo Now 
possess in Canada, are brought to bear for the 
purposc of swelling the public expendituze, will 
not exist in the local legislatures, but will meet 
with sue a resistence, from the mcre fact of the 
local governments to obey them, as to produce a 
very considerable saving in the gcneral expense 
of the whole country.’ 

Perhaps he did not visualizc the uni- 
versal franchise or votes for womcnh. 
THE CHAIRMAN: You think votcs for women has materially 
increased expenditure or is it tia extension of the fran- 
chise? 


MR. JALTERS: I supposc womcn havc A aiffercnt conception 


of thc part of the national income to which the average 
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person is cntitlcd. I think in school assessment and in 
the cnlargement of the curriculum, women have contributed 


a great dcal. It all contributss to tho upward progress 
of man. 


COMMISSIONER MacKAY: You think it has mixed scntiment 
with public finance. 

MR. WALTERS: Oh, yes, but I gucss man is on his way 
upward and the standard of living is higher, 

COMMISSIONER DAFOE: It strengthened a demand for 
social services. Obviously the demand of women is that 


matters which were foriwerly excluded by the state, are 
matters well within its functions, that is an inevitable 


consequence. 
MR. WALTERS: Continuing to quote: 

"A similar opinion was expressed by Mr. A. 
Walsh; 

tis the federal government is to pay an 
annual subsidy of eighty cents per head of its 
population to the respective provinces, for carry~ 
ing on their local governments and the construction 
of local works, any sum required over and above that 
subsidy must necessarily be raised by direct 
taxation, and in that fact we have the strongest 
possible guarantee that in the arrangements made 
by this legislature, and in the subsequent manage- 
ment of their domestic affairs by the local 
governments, the strictest simplicity and economy 
will be observed.' 

Members of the governments in the provinces 
of Canada were convinced, however, that it would 
not be necessary for the provinces to resort to 
direct taxation.. In reply to members of the 
opposition they presented figures to show that 


in the case of both Upper Canada and Lower Canada 
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"the revenues at the disposal of the future provin- 
ces would be more than sufficient for their needs. 
Thus the Honourable Solicitor General Langevin, 
after quoting figures to show wha% the revenues 
and expenditures of Lower Canada would be after 
Confederation, said: 
*The figures I have given are highly import— 
ant, for they demonstrate that Lower Canada 
will have a real revenue under the new Consti- 
tution--a revenue which is not calculated upon 
the probable increase and prosperity of the country. 
but the present revenus--of nearly $1,500,000, 
to meet local expenses. And yet, in the face of 
these figures, which are based upon the most 
evident facts, honourable members talk of direct 
taxes. They simply want to frig ten the country. 
But the people will sec that there is no danger 
of direct taxation with the surplus revenue we 
shall have. Direct taxation must be resorted 
to if Lower Canada should give way to extravagance 
and spend more than her means, but not otherwise! 
It would have been impossible for any man : 
at the time of Sonfederation, to have forecast 
accurately how the functions of government of 
the provinces would be increased within the en- 
suing seventy years, Tho estimated expenditures 
of Upper Canada after Confederation, were in 1865 
ostimated at $8.9.112. The actual expenditures 
of the provinee of Ontario in 1870 amounted to 


only $1,521,000. In 1937 thc expenditures of 


Ontario amounted to $85,740,000. The increase 
in the oxpenditures of the province of Ontario 


may therefore, with some accuracy; be said to have 
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"inercased ono hundred times over since Confed- 
eration. 

The frontier of thc area of undeveloped nat— 
ural resources has bcen pushed steadily northward 
during the ycars since 1£:67. But prior to 1900 
the process of development was private and in- 
dividualistic. The Province, prior to that date, 
had done little more than blaze a few colonization 
roads, subsidize somewhat indiscriminately 


various railway projects, and pay the costs of 


municipal government in the unorganized terri- 
tories. The only substantial items of costs to 
the province were the railway grants and the ex- 
penditures on colonization roads, which by 1900 
had amounted to $6,821,210 and $3,248,015 res- 
pectively. 

The beginning of the Temiskaming and Northern 
Ontario Railway project in 1904 marks the 
acceptance by the province of the responsibility 
of leadership in the development of the virgin 
natural resources and since that date the province 
has spent very large sums in providing the frame- 
work of roads, railways, power ané. government 
services that have made possible the rapid growth 
of the northern districts. 

The greater part of the railway aid coxrti- 
ficates and annuities were paid on account of rail- 
ways, in the settled southern part of Ontario. 

Of the $6,800,000 mentioned above, less than 

$1,500,000 has been spent north of the main 

settled arcas, and less than $500,000 in the areas 
now known as Northern and Northwestern Ontario." 

THE CHAIRMAN: Mr. Walters, can you, sometime before 


we close our hearings, give us an estimatc of the un- 
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scttled land in the northern part of this province 
which is capable of agricultural settlement and which 
has bcen opened up by the. railways? 

MR. WALTERS: I would be very glad to get those 
figures from the Department of Lands and Forests. 

THE CoAIRMAN: It would be very interesting to have 
it. We have been getting the information in the west 
concerning the arcas in the respective provinces which 
are suitable, having regard to a possible increase in 
the population and the resulting increase in capacity 
to finance and pay taxes, for agricultural development. 

MR. WALTERS: Of course methods of intensive cul- 
tivation in those opened areas would create the same 
resulte 

THE CHAIRMAN: Oh yes, but we were asking about 
areas that were not cultivated now and which were suit-— 
able for cultivation. We used to talk about the very 
extensive areas in northern Ontario. 

MR. WALTERS: The Great Clay celt . 

THE CHAIRMAN® Yes, the Great Clay Belt; I do 

not know whether a soil survey has been made to determine 
how much of that land is suitable for agriculture. It 
may be that there have been such surveys made in recent 
years. 

MR. WALTERS: I shall be glad to get that informatim, 
Mr. Chairman. 


Continuing to quote: 


“Tt is not possible to itemize jn detail the 


costs to the province of @ntario of developing 


its northern areas, nor can the revenues dprived 


from its control of natural resources be accurately 


statede The accompanying table (page 52) estimates 


these figures as closely as possible. In this 
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"table the expenditures of the Highways Depart- 
ment are the actual expenditures by the province 
on construction and maintenance of roads, bridges, 
etc. in Northern Ontario, and also include a 
small amount (less than $1,500,000) of expenditures 
in aid of settlers. The other expenditures on 
the public domain have been estimated from a 
detailed examination of the public accounts at 
intervals of ten years. These expenditures in- 
clude current as well as capital expenditure. 
The @eficit on interest account of the T.N.0O.Rail- 
way is the interest on the Province's cash invest— 
ment in the T.N.O. Railway calculated at the 
average rate applicable to the total funded 
debt of the province, less the cash paid by the 
T.N.O. Railway to the province out of earnings. 
These deficits have not been capitalized, i-6é., 
no interest on theoretically unpaid interest is 
included." 
They have not been set up on the pooks of the province. 
'The total expenditures on northern develop- 
ment averaged, in the years 1867--191le, $450,000 
per annum; in 1913--1920, $3,500,000; 1921-25, 
$6,500,000; 1926--19350, $9,000,000; and in 1931— 
1937, $15,000,000." 
It is not possible to itemize that. Of course, there 
is a change in purchasing power and vrices would have 
some @ffect theres 
THE CHAIRMAN: Would that increase from 1926-30 to 
1931-37 be on loans? You see, taking prices from 1926 to 
1930, they would be, in all probability, at a higher 


level than in 1931-57. 
MR. WALTERS: They were higher. 
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PROF. TAYLOR: ShLuenty -five per cent of that is 
for the Highway Department. 

THE CHAIRMAN: We will come to that later. 

MR. WALTERS: Continuing to quote from the brief: 

"Revenues from the public domain are also 
shown in this table. The whole amount of dues, 
royalties, rents, fees and licenses attributable 
to the administration of the public domain has 
been estimated from a detailed examination of the 
public accounts at intervals of ten years. The 
revenucs from mining taxcs are the actual collect— 
10ns in each period. 

This table shows up in a most striking way 
how changes in the functions of government dic- 
tated by changing technical conditions have al- 
tered thm whole basis of provincial public fi- 
nance, and completely destroyed the balance of 
revenues and responsibilities set up by the framers 
of our Constitution. In the first forty-five 
years the gross revenues of the public domain 
were nearly $60,000,000 or over $1,300,000 pex 
annum, and the net revenues $38,701,000, or 
$860,000 per amum. In the period 1913--1920 
revenues and expenditures almost exactly balancede 
Since 1921 the excess of expenditures over revenue 
has been $113,000,000, or 96,900,000 a year. 

In the seventy years since Confederation, the 
province's expenditure on the development of its 
northern districts has been not less than $222,000,000. 

The revenues of the public domain and the mining 
taxes have been $148,000,000 leaving a ‘deficit’ 


on this account of $74,000,000." 
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THE CHAIRMAN: The province gets other taxes from 
the people living in that area which are not shown, are 
those dealt with anywhere? 

MR. WALTERS: Yes, in the next paragraph. 

THE CHAIRMAN: All right, we will come to them. 

MR. WALTERS: Quoting from the brief: 

"Attention should be drawn to certain 
obvious omissions of both expenditure and revenue. 
For example, no allowance has been made in the ex— 
penditures for interest charges on the borrowed 
funds invested in highways. On the other hand, 
the gasoline tax receipts in the northern districts 
have not been included in the revenue estimates. 

In addition to the above expenditures, small 
grants-in-aid from the Dominion have been ex- 
pended in Northern Ontario, In 1913 the Dominion 
paid a subsidy on account of the T.N.O. construction 
of $2,734,080. This sum almost exactly equalled the 
deficit from 1904--1913 on T.N.O. interest account 
and has been so treated. In the years 193. 6G 
1937, grants totalling $17,542,590 were made by the 
Dominion government towards the oost. of read oon— 
struction in Northern Ontario under various relief 
projects." 

COMMISSIONER MacKAWY Mr. Walters, is that picttre 
not fairly general of development policies throughout 
Cane da? 

MR. WALTERS: Yes, the developing functions of 
government. 

COMMISSIONER MacKAY: Development functions never 
yield a government 4 direct revenue in proportion to 4 
direct expenditure. 


MR. WALTERS: No, and it is rather difficult to weight 
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and measure the benefits which flow to the older, settled 
parts. 

COMMISSIONER MacKAY: The indirect benefits through 
the development of a greater density of population may 
be the creation of new wealth and so on end may, in the 
end, far exceed the dircct cxpenditure. 

MR, WALTERS: Yes, it might. It may react through 
private incomes of persons or corporations formed in 
the older part of the state. 

COMMISSIONER MacKAY: So that the picture is fairly 
general of what has happened all across Canada, is it 
not? 

MR. WALTERS: Of course, there is something to be 
said in this connection later. In fact, notwithstanding 
that this province built the T. N. 0. Railway, built 
roads and spent millions of dollars to make this land 
available for mining ce the risks of providing facilities 
for mining companies, then after the province has developed 
the country, the Dominion takes three times the taxes going 
from the development of these natural resources that this 
province receives. ‘tt is contended by the province that 
these natural resources were left with the province, to own, 
to develop, and to enjoy. The fruits of these resources 
are taken away from the province on the basis of three to 
one. 

THE CHAIRMAN: You deal with that leer? 

MR. WALTERS: This tahie at the top of page S52 which 
we are discussing, breaks down these expenditures for 
the seventy years since ‘¢nonfederation. It is a table 
of the estimted expenditures by the province of Ontario 
on northern development. Fhe expenditures on highways 
are listed as well as those for other public domains. 


The T.N.O. DDdeficit and interest accoumt is given, and it 
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gives the details of the story which I have just told, 
| THE CHAIRMAN: The total expenditure from 1931 to 1935 
was $70,000,000, was it not? 
MR. WALTERS: Yes. 
THE CHAIRMAN: About $14,000,000 a year average, and 
the total expenditure for 1936-37 was $25,000,000. 
MR. WALTERS: That will receive a great bump this 


last year. For the fiscal year which has just ended, the 


province has spent great sums. Off hand, I would say, 
it has spent probably $12,000,000 or $15,000,000 on 
highways in that part of the country. 

THE CHAIRMAN: Mr. Walters, the mining tax, at the 
present time, is based on production, is it not? 

MR. WALTERS: Yes, my Lord. 

THE CHAIRMAN: You have listed the mining tax here 
and there is a great increase in 1936-37 over 1931-55, 
In 1931-35, you have listed $2,870,000, while in the 
year 1936-37, you have listed $3,085,000 . 

PROF. TAYLOR: It is rather misleading in the way 
it is printed, that is two years. Those fiscal years 
ending in 1936 and 1937 are in those figures, it is two 
years. That last line represents two years, all the way 
across. 

THE CHAIRMAN: It is a large increase in any case. 
Was there a change in the mining tax or was it because 
of an increased output which led to that condition? 

MR. YALTERS: Fftom 1921 to 1936, it was averaging 
a little over $500,000 a year and ait is $1,500,000 for 
1936-37. The Mtnister of Mines informs me that it is 
partly due to the increase in the price of gold. 

HON. MR. LeDUC: May I say fies. Mr. Chairman: there 
has been no increase in the rate of the tax so that the 


jnerease must have been in profits or caused by increased 
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output, and the increased price of gola. 

MR. ALTERS: Quoting from the brief: 

"As has been pointed out, it was the expectation 
of the Fathers of Confederation thet by the develop- 
ment of their natural resources alone the province 
would derive sufficient revenue to meet any increased 
expenditures which they might incur. As a matter 
of fact, the revenues of Ontario from its natural 
resources have been comparatively small. This is 
largely due to the encroachment of the Dominion 
upon this source of revenue. Under the Income War 
Tax Act the Dominion government takes a total of 
15 per cent of the taxable profits of companies 
develoring these natural resources within the 
province," 

THE CHAIRMAN: Mr. Walters, that is a tax, though, 
which applies to all companies. 

MR. WALTERS: That is the Corporation Tax, my Lord. 

THE CHAIRMAN: There is no distinction between cor- 
porations exploiting natural resources and corporations 
carrying on other industries, 

MR. WABTERS: I submit there is, my Lord. 

THE CHAIRMAN: I mean in the imposition of the tax. 

I know the point which you are going to develop as to 
whether it is right or not, but so far as the amount of 

the tax is concerned, am I not correct in assuming that 

the tax applies equally to all corporations earning profits 
whether they arc exploiting natural resources or are engaged 
in other forms of industry or merchandising. 

MR. WALTERS: The corporation rate is uniform with 


respect to the profits of all corporations, but it receives 


exceptional treatment in this respect: In the net profits 
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no allowance for the expenditure of the mines is made. 
This must be made, of Suinand hesake a part is takkn out 
as capital and a part is taken out as profits. Im other 
metal countries only a nominal tax is levied until the 
original investment is out. As the ownership of mines 
changes from day to day, almost, I think chee eee which 
the Dominion government applies is quite fair. 

THE CHAIRMAN: There was an allowance for gold mines 
of 50 per cent, was there not? 

MR. WALTERS. Yes, but it is reduced now to 33 1/3 
per cent. Ido not know that it comes up later, but the 
contention that the province makes, Mr. Chairman is this; 
that the Dominion is quite justified in taxing the operation 
of the refineries and so on, but the profit which arises 
from bringing gold gut of its original position in the | 
earth, the whole benefit of that should accrue, so far 
as taxation revenue is concerned, to the province owning 
Bone Wane, or in BHioll the mine is situated. 

THE CHAIRWAN: It was by reason of the Dominion govern- 
ment's monetary policy that gold received its increased 
Talus, This increased the walue of gold and the products 
of the mines. | 

MR. WARTERS: Oh, yes. 

THE CHAIRMAN: Should not the Dominion have a share 
of that in the taxes? 

MR. WALTERS: No, because after all the Dominion of 
Canada does not fix the price of gold, it follows the 
price set by the other countries. 

THE CHAIRMAN: It did fix it, but it followed the 
others, of course. | 

MR. WALTERS: It did fix it, and took the profit from 


it, although it gave part of it back to the banks, under 
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_ pressurc. 


COMMISSIONER Mackay: Still, the Dominion has expended 


quite a bit of money, has it not, Mr. Walters, on the 


development of the mines in Ontario? 
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MR. WALTERS: Mostly in the public press, 

THE CHAIRMAN: Take the enormous expenditure on geo- 
logical survey. 

HON. MR. LEDUC: If I may Say a word. as to that, in 
1935, I think the Dominion Government spent 14.7 of its total 
vote in Ontario and collected from the metal mines in this 
province about 80% of the tax derived from the metal mines in 
Canada, 

THE CHAIRMAN: But it is expended over a long term of 
years. 

HON. MR. LEDUC: I do not think the contribution is 
quite as important as that. 

COMMISSIONER: MacXay: Poet not equal it, but it 
seems to me it is one item you have left out of account in 
that argument, 

MR. WALTERS: I think, Professor MacKay, if you get 
down to figures, it is negligible. Of course, in some of 
the write-ups I have seen in the papers, I almost thought 
the Department of Mines at Ottawa put the gold in the ground 
in the first place, 

THE CHAIRMAN: They are nos quite equal to Providence 
yet. 

MR. WALTERS: But they are improving. 

COMMISSIONER MacKAY: All I want to say is this: If 
you are going to say it is all brought into production by 
the expenditure of the Ontario Government, that is not an 
accurate statement. If you are going to say that Government 
has contributed to this development then you must take into 
account the contributions of all Governments. 

MR. WALTERS: Well, I maintain this; that regardless of 
what the Dominion Government did about the price of gold, 
that we could have mined the gold and we could have sent it 
abroad and sold it without their interference, and the world 


price of gold being raised from $23 and something to $35. 
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we would have got that price just the same, 

COMMISSIONER MacKAY: You are on another point, 

MR. WALTERS: I thought I was on your point. Your point, 
as I understand it was that by reason of the fact that the 
Dominion Government had raised the price of gold, that they 
should get a larger amount of the tax, 

COMMISSIONER MacKAY: That was the Chief Justice's 
point, 

MR. WALTERS: Oh, and that was a great stimulus to the 
mining industry and stimulating the opening and development 
of low-grade mines, That is a fact, but there are no thanks 
due to the Dominion Government; it would have occurred just 
the same, The Dominion Government simply followed along the 
world price of gold, I think that is a correct statement, 

THE CHAIRMAN: I just wanted to get your point of view 
og that point, Mr. Walters, 

COMMISSIONER MacKAY: The point I made was, if you are 
going to take into account expenditures of government as a 
factor in the development of your natural resources, then 
you ought to take into account also the expenditures of the 
Dominion Government in the same way, and that should be 
counted up if you are going to try to make an estimate. 

| MR. WALTERS: Then I would say the Dominion Government 
is amply repaid many times over for having brought into ex- 
istence this gold out of the ground, and on which they can 
levy a tax on the -°nufacturing process, So thet it does 
react to their benefit; they get back any money they put into 
it. You are touching us on a vital point, Sir. 
*A comperison of the revenues of the Dominion and the 
province from two typical companies engaged in the 
development of the natural resources of the Province 
throws an interesting light upon the extent of this 


encroachment. 
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" COMPARISON OF TAX#S PAYABLE BY MINES IN ONTARIO, 
to the Dominion Government and the Province of Ontario" 
The names are concealed, The first company under "xX", 
ONTARIO 
Corporations Tax Act 
Taree sed On Capital wccccecese 164277568 
Tax based on Places of Business 50,00 
Tax based on Net Revenue..... 66,569.51 
$72,797 .39 
Fevoentvage tO Neb Prolit.vocherscacecneese Ooo 
Mining Tax Act 
Tax based on Mine Profits $516 770,57 . 
Peroen [age LO Web FLOCE Uses wae aoa gine ae ae 3.745% 
Total Tax payable to Province of Ontario... $391,567,96 
Percentage of Total Ontario Tax to Net Profit..4.6% 
CANADA 
Dominion Income Tax Act 


Tax based on Net Income $998 .542.68 


Percentage to Net Profitecccasvcceseserncs tleglie 
Total Tax Payable to Dominion of Canada... +$998,542,68 
Tax Payable to Dominion of Canada equals 2,99 
times the Total Payable to the Province of Ontario," 
Then the second illustration, "Y" Mining Company. 
ONTARIO 
Corporations Tax Act 
Tax based on DAyvalc cease poe 3 Locala 
Tax based on Places of Business 50.00 


Tax based on Net Revenue€.,oooers 42 774098 


$45 ,963.68 


Percentage to Net Profitocosrcccerereseere 793% 


Mining Tax Act 
Tax based on Mine Profits....$154,802.87 


ne 


Percentage to Net Profitsosccoceseeoseres 267% 


*oitesz0 Yo son!iveri 


Ue +0 Taba Yhaqreo ec: 4 art" 


iP o = 
la ie | 
‘o ewe " 


~ - oo aor) 


7 2h 
is 
7 


~& seS7 1081 aAl’ ac fheaad toe _ 
edie iee _ 
wo, , ; .see@iTest cell oy ssetosonse. 


OsMaTMG Er emma YR BIREYAS Gakat 


_ 
ey 


60) Ou2 feeett1s700 oO 


Sel asous 


uetnoo tet 
7 5 
oA xeT anindy 
re eles a 


’ 
= 


beecd zat 


Br noored 
xual Indo? 
oneduisecet 

aa AMAD 

Mil note ted ; 
aad “at? | 

sd anoyed 

si xgT inte? 

Gayot xit 

sd ariJ cats 
osee ond aodt 
OTsaTuo 
2 olderogrod 
] > Peasd xat 
LeeadxeT 
| bened xa? . 


ihe? 


ney et 
* 287 patat' | 


eat itord vet os opednegted 


=. ett a 


7589 


Total Tax Payable to Province of Ontario....$200,766,65 
Percentage of Total Ontario Tax to 

Ss LSE ES oL ee ea 
CANADA 

Dominion Income Tax Act 


Tax based on Net Income...seoes. $641, 623,88 


Esrocnveso vO Net Profiteessseovs vay vo liguos 
Total Tax payable to Dominion of Canada...-.$641.623,88 
Tax payable to Dominion of Canada equals 3.196 
times the Total Payable to the Province of Ontario," 
Mr. Lang has handed me the case of another company, 
in which the total tax paid to Ontario for the calendar year, 
~ the company's fiscal year 1936, - Ontario received 
$1.120,689,95, and the same company made provision for the 
Dominion tax $5,100,148.61, It will be seen that the 
Dominion tax therefore appears to be 4,5 times that payable 
to Ontario, 
THE CHAIRMAN: That seems to be a higher proportion than 
these other companies, What is the explanation of that? 
MR. WALTERS; The explanation would be the question of 
a higher capital tax, 7 rates on mining stock in the province. 
It isa different class of mine too. 
THE CHAIRMAN: Are these two companies "X" and "Y" gold 
mining companies? 
MR. WALTERS: Yes, 

"The Dominion government by its corporation tax on the 
profits of mining and lumbering has levied @ tax upon 
that which belongs to the provinces and, therefore, 
disregards the intention of Confederation that the 
natural resources should be the particular property 
of the provinces and that any benefit that should be 
derived directly therefrom should flow to the province, 
The total amount of taxc.. paid to the Federal Govern- 


ment by the mining companies of Ontario for 1936 is 
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"given by the Secretary of the Ontario Mining 
Association as $9,876,274. For the same period the 
mines of Ontario paid to the Province of Ontario, by 
way of taxation, the following taxes: 

Mines Profits Tax $2,527,904 


Less municipelities' share 399 , 496 


2,168,408 
Corporation Tax 788 ,658 
Making a total tax collected by the , 
Province of Ontario - ©, vor sbo @ 


THE CHAIRMAN: That will show the Dominion receiving a 


little more than three times as much « 
MR. WALTERS: Yes, Mr. Chairman, 
HON. MR. LEDUC: Mr. Chairman, I am advised that the 
figure for 1936 should really be for 1957. 
MR, WALTERS: I will read from page 55: 
"The mines of Onterio also paid to the munici- 
palities where they are situated the following 
taxes: 


Municipelities' share of Mines 


Profits Tax $ 359.496 
Other Municipal Taxes 472,540 _ 
TOTAL $ 822,066 


THE CHAIRMAN: We had some complaint, I have forgotten 
the source, 

MR. WALTERS: From the Township of Teck, I believe, 

THE CHAIRMAN: The complaint was that the Municipality 
was celled upon to provide services in the mining areas; 
and did not receive adequate municipal revenue by reason of 
the provision of the Act, which did not entitle them to Vax 
the mines except on the agricultural land, or some provision, 
I have forgotten just what it was, 

MR. WALTERS: Well, that of course is principelly the 


expenditure in the schools, But the Province of Ontario, 
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the Provincial Government's Departments of Mines, Education 
and Municipal Affairs are studying that very problem and 
will deal with that problem, which is an internal one, 
THE CHATRMAN; Yes, it is purely a provincial problem. 
MR. WALTERS: They are Sympathetic, and I think they 
will be able to dispose of that in a proper manner, 
THE CHAIRMAN: We appear to be considered an appropriate 
receptacle for all the griefs of the country. 
MR, WALTERS: The depository of the concentrated griefs 
of the provinces and the Dominion, 
"The figures given in the two preceding paragraphs are 
supplied by the mining assessor and the secretary of 
the Ontario Mining Association, These figures show 
that out of a total of $13,665,376 paid by the mines 
by way of taxation, the Federal Government secured 
72% of the: total: the Provincial Government 22%; and 
the Municipelities 6%, 
THE CHAIRMAN: Is there any reason why the province 
should not increase its tax? 
MR. WALTERS: Well, that is a matter, I think, that has 
been discussed between the province and the Dominion in 1935, 
was it not, Mr. Leduc? 

HON. MR. LEDUC: Yes, 

MR. WALTERS: And it was considered in the public 
interest that no new tax should be imposed upon mining unless 
by way of a general tax upon everyone; they should not be 
Singled out specially because it was recognized the great 
part the mines have played in the development of this country, 
and that they have carried us over during the depression, 
And not for the sake of the mines, but for the sake of the 


public it was believed wise to get them in there anyway. 


, ’yse Provincial Government administers the min~ 


eral resources of the Province and has to pay all the 


exvenses in connection with such administration, It 
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"is true that the Federal Government has, fora 
number of years, done same geological survey work in 
the Province, and, in all fairness, it must be aan 
mitted that such work has been of use to the Province, 
With this exception and the maintenance of its 
mining laboratories in Ottawa the Federal Government 
does very little for the development of the mining 
industry in Ontario. The Provincial Government must 
build roads and, through the Hydro-Electric Power 
Commission, must provide power for some of the mines, 
more particularly in the North-western part of the 
Province, Part at least of the cost of the T & N.O, 
Railway was due to the wish of the Province to help 
the mines of the north-eastern part of the Province 
of Ontario. The total amount collected by the 
Province under the operation of the Mining Tax from 
1907 to 1937 was $13,778,689, which is less than 

the sum collected by the Dominion Government from the 
same mines within the last two years, 

The Province requests that in order to preserve 
to the Province the full benefit of its natural mining 
resources the Federal Government should exempt from 
the operation of the Income Tax Act all profits der- 
ived exclusively from mining operations, which are 
subject to Provincial Mines Profits Tax; the 
Dominion to tax only the profits made by these 
companies upon their milling, smelting and refining 
operations, If this is done, the Province is ready 
to assume the geological survey work done hitherto 
by the Federal Department of Mines." 

THE CHAIRMANE I suppose these companies keep separate 
records of the profits made in their mining operations;on 
their smelting and other branches of work. 


MR. WALTERS: It would not be a difficult thing to 
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keep their books in such a manner that they could do it. 

THE CHAIRMAN: Of course, it would not be difficult 
either, by fixing the charges for smelting and otherwise, 
to reduce the profits by working back, 

MR. WALTERS: As a matter of fact. that is the way 
they would have to do it, They know what it costs to deal 
with a product from the mouth of the mine until it is shipped 
to the consumer, 

COMMISSIONER MacKAY ; . what grounds. Mr. Walters, is 
it urged that the Dominion shouid not tax the profits of the 

or 
mines? Is it on constitutional grounds./on the ground that 
the Province has made this investment? 

MR, WALTERS; On two grounds; first on constitutional 
grounds, and second on the ground that we pay the expense of 
building the roads and maintaining the service up to the 
mines, and often develop parts of the country where the mines 
do not go into production for years,anc perhaps never, is 
shall ask the Minister of Mines to answer that question, if 
you wish. 

HON, MR. LEDUC: It is on both grounds, as Mr. Walters 
has said, First of all. I think there is a distinction to 
be made between mines or minerals, or other metal resources 
of the Province, You can grow a forest again, you can re- 
forest an area of land. and you can grow a crop every year, 
and ficth and game will multiply, but once you have taken the 
ore out of a mine it is gone forever, it is really capital 
that we are taking out of the ground all the time, and those 
are our resources, those are tne natural resources which, 
according to Confederation, were given to the provinces, 

COMMISSIONER MacKAY: But there was no limit on the 
power of the Dominion to tax them, 

HON. MR, LEDUC: No, I admit that, of course, .1d then 
as Mr, Walters has said, the other ground is that we have 
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spent enormous sums of money to develop these mines; an 
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are just wondering if it is worth while going on because 
when we build roads and when we build railroads and when we 
provide the services then the Dominion Government steps in 
and takes $3, or approximately $3, for every dollar we secure 
in the way of taxation. Now, one of my colleagues reminds 

me that we have to provide Hydro-Electric power for the 

mines in the north country. In the south, of course, as we 
all know, Hydro-Electric is a municipal institution and it 

is run on a non-profit basis, the different municipalities 
contribute, through their rates, whatever is necessary to 
build the lines, maintain them, and pay the sinking fund 

and the interest on the borrowings, In the north country 
the provincial government puts up the money to build these 
lines which bring power to the mines, and if my recollection 
is correct, I believe we are providing about 140,000 horse - 
power at the present time to the mines in northern Ontario. 
My colleague reminds me of the cost of the Abitibi Canyon 
Development, which is upwards of $21,000,000. 

THE CHAIRMAN: Is not the returns from the sale of 
power now adequate to meet the cost of operation and inter- 
est on the investment? 

HON. MR. LEDUC: I have not the figures, Mr. Chairman, 
but it all depends on the life of the mines, It is very 
hard to say in advance, 

THE CHAIRMAN: This is one respect at least in which 
British Columbia would be quite prepared to travel in your 
company. 

HON. MR. LEDUC: I have no doubt, Mr. Chairman, 

THE CHAIRMAN: We had the same remark from Senator 
Farris in reference to the mines of British Columbia, He 
stressed that it would cover lumber al SOe 

MR. WALTERS: It is just impoverishing the country. 

THE CHAIRMAN: In one sense, yes, and in another 


sense, enriching it. I am not speaking of enriching it 
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in relation to the taxation problem, but the general situat- 
ion, A mining development helps improve the general 


Situation of a country, 


MR. WALTERS: I shall deal now, with your permission, 
with the income tax, 

The Income Tax Act of Ontario made its appearance 
on the Statute Books for the first time in 1936 and 
was applicable to incomes earned during the calendar 
year 1935, The Provinces of British Columbia, Alberta 
Saskatchewan and Manitoba had Income Tax Acts in force 
prior to this time, and the Province of Prince Rd- 
warc Island had an Act by which a tax was levied on 
personal incomes and personal property. The Provinces 
of Quebec, New Brunswick, and Nova Scotia had no 
Income Tax Act in force and to date have not instit- 
uted this form of taxation, Municipal income taxes 
levied under authority of Provincial Statutes in 
many cases ante-date the war. 

The Dominion Income War Tax Act was enacted in 
1917 and its scope has been steadily extended and 
broadened since that date. Many of these extensions 
were due to evasions which were discovered in the 
administration of the Act as it originally stood, 

At the present time individuals, resident of the 
Province of Ontario, being married persons without 
dependents subject to $2,000 exemption and having a 
net Income of from $3,000 to $1,000,000 are required 
to pay i: Dominion Tax, from 1 per cent, of the re- 
spective income in the lowest case, to 62,53 per 
cent, in the highest case,“ 
I believe Mr. Fraser Elliott filed with the Commission 
a Schedule showing the results of allowing as & deduction 
from income the tax paid to the Dominion before taxation by 


the Ontario Government, I have the Schedule here, 
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THE CHAIRMAN: We had certain Charts produced, Mr, 
Walters, 

MR. WALTERS: I see behind me I am supported by a 
volume of theSsatutcsof King Henry V1ll1. Most works on 
economics that I have read in regard to the income tax in 
Great Britain begin about 1798, but in the time of King 
Henry Vlll he had a sort of graduated income tax, There was 
not much that gentleman overlooked, 

THE CHAIRMAN: He must have been a very wise Monarch, 

COMMISSIONER MacKAY: Probably he would have made a 
good Commissioner of Income Tax, 

MR. WALTERS: I believe King Henry Vl1l had to 
apologize to the Nation, and did, for levying a tax without 
the consent of Parliament, and I think he is the last King 
who did it, until Charles l, 

COMMISSIONER DAFOE: Do not forget Charles 1, who lost 
his head, 

MR. WALTERS: Yes, and that was the end of the Ship 
Tax, I think it would be interesting for me to read here 
something that will disabuse the minds of a great many 
people who seem to think that the Province of Ontario 
collects one-half as much income tax as does the Dominion, 
That is not true, The effect of allowing deduction from 
income the tax pe to the Dominion, has just the opposite 
effect, It is progressive, and therefore it goes down after 
it reaches a certain point and finally results ina tax 
of over 7.71 per cent, If I may, 1 will just read some 
of these figures, The Department of National Revenue, 
income tax division, comparative chart, Dominion and 
Ontario Income Tax, Married person, no dependents. It is 
a Chart prepared under the supervision of Mr. C. Fraser 
Elliott, Commissioner of Income Tax. x married person with 
an income of $10,000, will pay to the Dominion $651, which 


will be 6,51 per cent ; will pay to the Ontario Government 
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$227.45, or 2.27, and the total exaction would be 8.78%. 

I will jump to $50,000.00. A married taxpayer with anincome 
of $50, 000. would pay to the Dominion $11,959.50, or at the 
rate of 23.9%; to the Province of Ontario he would pay only 
{3185 52$,which is 6,37% of his total original income, making 
a total tax of $15,144,76, or a rate of 30,29% on his tax- 
able income above exemptions, 

THE CHAIRMAN: The Ontario Income Tax, Mr. Walters, as 
I understand it, is 50% of the Dominion Tax without the 
surtax and after deduction of the Dominion Income Tax, 

MR. WALTERS: Yes, and without any tax on income that 
goes to non-resident investors, We do not impose that, 

On an income of $1,000,000 the Dominion Government would 
collect $625,.59, being at the rate of 62,53%, whereas the 
Ontario Government would collect only $77,086.66 or 7.71% 
as compared to 62.53%. 

THE CHAIRMAN: Have we any income tax payers in that 
bracket? 

MR. WALTERS: They are not very many. They are rare, 
We had some, who have left the c omtry. The total tax 
that such a taxpayer would pay would amount to $702,445.66, 
which would leave him to struggle along on 280 some thousand 
dollars, 

THE CHAIRMAN: Some of us might try to manage on that, 
but you cannot expect a man who had an income of $1,000,000 
to do it. 

MR. WALTERS: Well, that is all I shall refer to that 
Chart at the present time, I think perhaps some of these 
figures are included in the brief. 

"Section 92 of the British North America Act 
specifically empowers the Provinces to impose direct 
taxes, and Section 91 empowers the Dominion to raise 
money ‘by any mode or system of taxation,' Itdis 


not argued that the Dominion has no power to tax in- 
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“comes, That issue was settled in the case Rex Vo 
Caron, But it is argued that the Dominion's incursion 
into the personal income tax field was accepted by 
both the Dominion authorities and the provinces as 
being justified only by the existence of a national 
emergency and that the steady extension by the Dom- 
inion of its income tax administretion, and especially 
its assumption of prior right in “nisfield of tax- 
ation, are contrary to the spirit of the British 
North America Act and not in accordance with the con- 
ventions of the constitution, 

The Dominion Income War Tax is no longer an 
emergency measure, but it now restricts each Province 
to income taxes which can never yield in comparison 
with the Dom .nion more than a meagre pittance, " 

THE CHAIRMAN: Mr. Walters, while you say it is no 
longer an emergency measure, it is a fact, is it not, that 
the annual expenditure of the Dominion in respect to the 
War, ~ that is for pensions or soldierst civil re-establish- 
ment and interest on the War debt, exceeds approximately 
LG: ,300,000 a year, 

MR. WALTERS: Yes, but that is a different kind of ex- 
penditure,. That is expended within the nation to its own 
citizens, 

THE CHAIRMAN: That is true, but it is an expenditure 
that has to be made by the Dominion in some form, 

MR. WALTERS: Yes, but it is a national expenditure; it 
is not an emergency, It has become a chronic condition with 
the Dominion, A good deal might have been avoided by furn- 
ishing proper employment for these men. 

"Tn the Province of Ontario not only are the rates 
of tax exactly half those of the Dominion, but the basis 
of income subject to tax in the Ontario Act is nec- 


essarily reduced by the amount of tax to which the 
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“same income is subject under the Dominion Act 5" 
COMMISSIONER ANGUS: Why do you say "necessarily"? 

MR. WALTERS: Because I submit that the Act also 
offends against the canon - I think I can use that word, - 
that tax ought to be such as would not discourage capital 
and production, and I submit now, Sir, that to establish a 
progressive rate of tax offends against that canon, and we 
would add, to the offense if we piled on and put a taxpayer 
in the position-if we imposed the same rate of tax, @ man 
with an income of {1,000,000 would be a minus quantity; he 
would just owe us money and have nothing to live on, Big 
incomes would disappear and the burden would fall on the 
little ones, and the man who suffers the most is the one in 
the lowest economic scale, 

COMMISSIONER ANGUS: Does it not really mean that you 
fix your rates as a matter of policy and choice? 

MR. WALTERS: Yes, just like a man when he is standing 
on the shore and there is a lion behind him and in the 
water there is a shark, He has to take his choice as to 
whether he will stay on the land or jump into the water, 

We take the plunge, 

COMMISSIONER ANGUS: One of the Provinces .°0s not exempt 
the Dominion tax, does it? 

MR. WALTERS: Alberta and British Columbia. Well then 
I will argue later on that that is interfering with the 
development of this country at the present time, 

"The highest rate of tax payable to Ontario never 
rises higher than 8 per cent. of the taxpayer's in- 
come. The following table compares the taxes 
imposed under the Ontari and Dominion Acts on 4 
married man with no dependents at a representative 
group of income levels:" 


I will omit this, because I have read it from the Chart. 
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"A full comparison of the rates with an accompany- 
ing diagram will be filed as an exhibit, 

On March 14th, 1938, the Legislative Assembly 
of the Province of Ontaric unanimously adopted the 
following resolution: - 

‘neat an the opinion’ of “this Assembly, inasmuch as 
direct taxation is especially assigned to the provinces 
under The British North America Act, the prior 
right of the provinces in the field of income tax 
should be recognized by the Government of Canada by 
making the provincial tax on persons a deduction 
under The Income War Tax Act (Canada) .‘" 
That is just reversing the present procedure. I think they 
reflect the attitude of the people of Ontario, and that was 
a unanimous resolution, 

COMMISSIONER ANGUS: Would not the point of that be 
that the Government would get money which the Dominion now 
gets, or that the total tax would be lower, or a little of 
both? 

MR. WALTERS: Well, the first effect would be this, = 
and I shall go on later to develop this thought, ~ that the 
Province of Ontario, because of the fact that this Act is 
administered by the Dominion authorities, the Department of 
National Revenue, moulded an Act which was a copy, 4 pocket 
edition of the Dominion Act, but the Government of the 
Province of Ontario has slightly different ideas as to what 
is fiscal justice, and what features of the Dominion income 
tax are objectionable, and this is said in no spirit of 
criticism of the Dominion Act, but it is believed that there 
are some faults in the Dominion Act which would not be 
found in the Ontario Act if we were free and were collect- 
ing our own tax and were setting the basis as before, as 
to what the rates of tax would be in the Province of 


Ontario. It is a very elastic measure; and some time when 
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the budgetary position of the Province will permit it we 
might give a discount, and when the demands are greater we 
might add a surtax, 

| CHAIRMAN; You see, this would not involve, as I 
understand it, any change in the Federal Tax, but it would 
mean that in ascertaining the amount of the taxable income 
for federal taxation purposes the amount payable to the 
Province would be deducted from the total income. Is that 
the effect? 

MR. WALTERS: That is it, Sir. It would require no 
changes in forms, Any person subject to tax under the Dominion 
Act at the present time is subject to tax under our Act, be 
the amount ever so small, and the reverse would be true, 

THE CHAIRMAN: Of course, if your tax did not exceed 
your present tax that might not be such a serious encroach- 
ment on the Dominion income, but if you raised your tax very 
substantially the Dominion would necessarily receive a very 
much reduced return from income tax, 

MR. WALTERS: Naturally. 

THE CHAIRMAN; Have you worked it out at all? Suppose 
your income tax remained on its present basis and you had 
the first claim upon the income, have you figured out how 
much it would amount to? 

MR. WALTERS: Yes, we have, Sir, and I shall be glad to 
supply a schedule. Provided that the present exemptions prevail. 
ed and the present rate of tax obtained and continued, t. 
the present rates, the loss in revenue to the Dominion would 
be approximately $1,000,000, 

COMMISSIONER ANGUS: Is that from Ontario alone, or 
counting the other Provinces? 

MR. WALTERS: The Schedule refers to Onterio only. 

THE CHAIRMAN: How much would it increase the Ontario 


Tncome Tax? 


MR. WALTERS: At the present rates of tax, slightly 
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over $1,000,000, 

COMMISSIONER ANGUS: Do you mean Ontario would gain 
more than the Dominion lost? 

MR. WALTERS; Yes. of course, it depends on the 
classes of income from which the taxes arise, but it is not 
a tremendous question to the Dominion provided the rates of 
tax are constant, 

THE CHAIRMAN: There is the point if the rates were 
constant it is not a very vital matter, but if the Ontario 
rates were moved away up then it would make a vital 
difference, 

MR. WALTERS: Well, I think I have already expressed 
myself, that it is the belief of the Government that it is 
not wise to attempt to push these progressive rates too 
high. 

COMMISSIONER ANGUS: I gather if the Province gained 
more than the Dominion lost, that the actual payments by the 
taxpayers would be higher than they ere noOWe 

MR. WALTERS: Slightly, yes, 

COMMISSIONsR ANGUS: But the evil, such as it is, of 
driving capital away or making it difficult for rich men to 
exist would be greater? 

MR. WALTERS: No, but that tax collected by the Pro- 
vince of Ontario would relieve him from other taxes, 

THE CHATRMAN: It is now 4,30 pom. and we will con- 
tinue this very interesting discussion to-morrow morning at 
10.30, 

MR. WALTERS: JI would like to say one thing before we 
leave, which arises out of Professor Angus's question; that 
without any change in our statute a great measure of relief 
might be given to the taxpayers of Ontario by a reduction in 
the Dominion rates, It would have the effect first of de- 
creasing the tax of all the citizens, and second, by 


leaving a larger amount of income for us to tax. So that it 
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would confer two benefits, 


The Commission adjourned at 4.30 Pem. to meet at 


10.50 a.m. Wednesday, May 4th, 1938, 
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